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WHERE IS IT HEADED? 


Young Capitalist 


Instead of a 
new bike, 


one share of stock 


The work-stained young man is Raymond 
Richmond of Pittsburgh, Pennsylvania. 

He’s a 9th grader at Andrew Mellon 
Junior High, a member of the school’s 
track team, Life scout—and one of Union 
Oil’s over 65,000 share-holders. 

He purchased a share of Union Oil 
stock out of money he earned from baby- 
sitting, washing cars, mowing lawns and 
clearing driveways of snow. 

Ray’s maturity in investing his money 
rather than spending it for a new bike, 
shows unusual good sense. He is learning 
early in life to put his savings to work. His 
parents can be proud of him. 

We're proud that, of all the stocks he 
could have bought, he chose Union Oil. 
We are prouder still of the reason for his 
choice. He liked the fact, Ray’s grand- 
father writes, “that Union Oil in its man- 
agement, operations and outlook is 
American to the core.” 

Today, behind EACH of the 8.7 million 
shares of Union Oil stock, there are 
more than 61 barrels of liquid petro- 
leum reserves...more than 463,000 
cubic feet of natural gas reserves... 
large investments in refinery, transpor- 
tation and market facilities...large in- 
vestments, too, in research laboratories. 

So long as we are free to compete 
—while serving the best interest of 
our country and customers—Raymond 
Richmond’s and Union Oil's futures are 
unlimited. 

YOUR COMMENTS INVITED. Write: Chairman 
of the Board, Union Oil Company, Union Oil 
Center, Los Angeles 17, California. 
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-1960 - 


Greatest Year 
In Our History 


Last year, Mountain Fuel Supply Company 
recorded new highs in sales, earnings, 
dividends and number of customers. 


Highlights of 1960 
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Company 
3% 
Stock 
DIVIDEND 





The Board of Directors has declared an 
extra dividend payable July 7, 1961, in 
shares of common stock amounting to 
three per cent (3 %) of the common stock 
registered in the name of each stock- 
holder of record June 14, 1961. 


THOMAS R. CAMPBELL, Secretary 
2 





One Broadway, New York 4, N. 
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C. G. Wyckorr, Editor-Publisher 


The Trend of Events 


WHAT IS GOING ON—AND WHAT DOES IT MEAN?. . 
Unless something is done to clarify the anti-trust 


situation, a broad business recovery is likely to be 
stymied, since no business executive today knows 
where he stands. 

When he adjusts himself to one situation, another 
crisis is thrust upon him. And the muitiplicity of 
the individual anti-trust cases for one reason or 
another leave him wondering whether it will be his 
turn next, and on what ground. Whether such action 
may be brought on the charge of so-called price- 
fixing—or again it might be on restraint of com- 
petition—creating a monopoly through mergers—or 
any one of a dozen different grounds. 

But according to today’s papers, something new 
has been added by the ruling of the Justice Depart- 
ment to permit the merger between Standard Oil of 
Kentucky and Standard Oil of California, with the 
latter taking the place of Jersey as the major sup- 
plier of petroleum products in the markets of five 
southern states — Florida — 


heart of the various Federal suits! 

We find this situation contradicts the aims set 
forth by the government. Indeed, it looks more like 
just one additional step in a concerted attack against 
large corporations, and it becomes very puzzling in- 
deed in the light of the government’s proclaimed pol- 
icy to attain a high level of growth in our economy. 
Instead, as must be clear to any thinking individual, 
these tactics can only disorganize and discourage 
management in its effort to reach the new goals of 
progress urged upon us by the Administration. 

At the same time, it seems that no consideration 
whatever has been given to the stockholders who 
have invested their savings in these companies, and 
who can suffer severe loss as a result of the un- 
certainty this situation creates regarding the se- 
curity of the companies involved. 

It is also bound to affect the capital market, upon 
which our economic progress in the future will de- 
pend,and encourage speculation for the short-term 

in a market already suffering 





Georgia — Alabama — Ken- 


from the abuses that have 


tucky — Mississippi. 

This decision in favor of 
California breaks into a long- 
term agreement which Jersey 
has had, to supply Kentucky 
with their petroleum prod- 
ucts, and completely cuts Jer- 
sey out of this southern mar- 
ket, destroying competition, 
which is supposed to be the 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and businessmen. To keep 
abreast of the forces that may shape 
tomorrow's markets, don’t miss this 
regular feature. 








been taking place. 

This is clearly a situation 
that calls for the stockholders 
to take the bull by the horns 
and find out where they stand. 
To demand the protection they 
are entitled to by the govern- 
ment as citizens of these 
United States. 
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As 9 Soo Jt! 


By Malcolm Stewart 


WHY A FIGHT TO THE FINISH WITH COMMUNISM IS IN THE MAKING 


RESIDENT KENNEDY’S intensive talks in Vi- 

enna with Premier Khrushchev were extremely 
useful in one respect. They emphasized in stark 
detail the grim nature of the continuing struggle 
between Communist Imperialism and the Western 
World. 

There no longer is any excuse for wishful thinking 
about the possibility that the Soviet leader may be 
persuaded to give some ground on critical issues to 
reach a more comfortable accommodation with the 
West. 

This realization—if the lesson is taken to heart— 
should cut away a great deal of the underbrush of 
fuzzy thinking on the subject in this country and 
in some European countries. 

The fact that Kennedy and Khrushchev were able 
to make no progress at Vienna toward settling a 
single one of the many East-West problems was not 
in itself cause for dismay. No one aware of the 
realities had expected even a slight breakthrough. 

The chilling aspect of the talks was that Khrush- 
chev, in addition to showing no “give” on previously 
known positions, finally slammed the door on the 
possibility of any nuclear test ban or disarmament 
agreements unless the United States surrenders to 
his terms. 

And Khrushchev, during the discussions in the 
Soviet and American embassies in the lovely Aus- 
trian capital, appears to have re-lighted a slow fuse 
on the Berlin crisis. 

Why then, against this somber background, did 
the Soviet Premier order his spokesmen to adopt a 
Pollyanna air of optimism regarding the results of 
the talks? Why did he tell them to describe the out- 
come as “fruitful” and hopeful for the future? 

Khrushchev obviously went to Vienna determined 
beforehand to hail the results of his discussions 
with Kennedy, short of a complete blow-up, as hope- 
ful, useful and indicative of progress. 

Even when serving notice that he intended even- 
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tually to have his way on Berlin and Germany, even 
at the risk of war, he laid down no ultimatum. He 
set no deadline. He gave no indication that he in- 
tended to force the issue to crisis proportions within 
the near future. 

American and European diplomatic experts, in- 
cluding Kennedy’s top advisers, believe two major 
considerations motivated Khrushchev in his deter- 
mination to avoid creating a crisis atmosphere at 
this time :— 


> 1. He needs a “success” on the international 
front, no matter how intangible, to counter trouble 
at home where he has big agricultural problems and 
rumblings of discontent within the Presidium. 


> 2. He does not want any big crisis on the for- 
eign front before the October meeting in Moscow 
of the Communist Party, where he will again have 
to defend his policies against attacks by the Chinese 
Communists and others critical of his handling of 
the West. 


The Kennedy-Khrushchev confrontation re-em- 
phasized the salient fact that sometimes is lost sight 
of in the welter of headlines about Laos, Cuba, the 
Congo. This fact is that the hard core of East-West 
differences, the dispute beside which all others pale, 
concerns Berlin and Germany. This is the one issue 
over which all-out war appears possible. 


@ The Soviet and American chiefs tackled the 
Berlin-German issue at their final session in Vienna. 
It was a truly grim session. The fact that each 
spoke in dead level tones, with no raised voices nor 
invective, merely served to intensify the grimness 
of the discussion. 


@ Khrushchev reaffirmed his intention of signing 
—time unspecified—Russia’s own peace treaty with 
Communist East Germany if the Allies would not 
get out of red-encircled West Berlin and agree to 
his terms for a general Germany treaty. 
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@ But then he went on to say that the East Ger- 
mans would be authorized to use force to block 
Allied access to Berlin—and the Soviet Union would 
support them. Any effort to crack the red blockade 
would be, Khrushchev warned, regarded as an act 
of “belligerency”. This was his flattest and most 
ominous declaration yet, on this aspect of the 
situation. 

Kennedy’s Answer 


Kennedy replied equally frankly. He said the West 
would hold Russia responsible for guaranteeing the 
Allies’ war-won rights in Berlin, no matter what 
kind of treaty Russia signed with East Germany. 
The West, Kennedy added, would use force to crack 
any blockade and get through to its garrisons in 
Ferlin, which is 110 miles 
inside Communist East 


agreement, never good, now appear to be nil. 


Laos—Khrushchev agreed there should be an 
“effective” cease-fire there as a foundation for an 
international agreement guaranteeing the tiny king- 
dom’s neutrality and independence. But here again 
he insisted on the Troika control system, with its 
Communist veto power, rendering it useless in the 
view of the West. 

Kennedy could find no point of breakthrough in 
the Russian positions. Khrushchev said the United 
Nations operation in the Congo, which he tried un- 
successfully to block, had convinced him that he 
must insist on the “Troika” in every international 
agreement. Kennedy found him absolutely adamant 
on this point, which would enable the communists to 





Germany. 

>The President said any 
e fort to interfere with Al- 
lied access to West Berlin 
vould be regarded an an 
a:t of belligerency. 

There, in all its stark 
s mplicity and terrible im- 
plications, was where they 


— * 


sue. But that was not all. 


& Khrushchev demanded 
recognition of Soviet con- 
trol over all the territories 
won during and after the 
second World War. 

Assurance of no in- 
terference by the U.S.A., 
United Nations or any 
other international group- 
ing of nations, in the revo- 
lutionary upheavals now 
taking place in the non- 
communist world. 

® And Khrushchev also 
demanded the dismantling 
of Western military bases 
and armed intervention to 
make it impossible for any- 
one to interfere with the “inevitable” process toward 
communization of uncommitted countries. 

On other issues, the deadlock was equally tight. 
If Khrushchev meant what he said to Kennedy, 
there is little hope of lowering World tension. 


Nuclear Test Ban — Khrushchev flatly re- 
fused to agree to a veto-free inspection system to 
police the treaty prohibiting nuclear weapons tests, 
saying this was just a cover for “espionage”. He 
insisted inspection and control must be under a 
three-man commission—neutral, western and com- 
munist—which would make it possible for Russia 
to block investigation of any suspicious blasts on 
its territory. The commission, under Khrushchev’s 
rules, would have to agree unanimously before it 
could move. 


Disarmament — The Soviet Premier made it 
clear that any arms reduction agreement covering 
conventional forces and arms would have to be 
policed by the same “Troika” set-up under which 
the Soviet Union would have veto power on a 
three-man committee. Kennedy rejected this. The 
prospects for a disarmament or arms reduction 


left the Berlin-German is- y ia nae 
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Hail, Hail, the gang’s all here. . . 


other, leave the well-or- 
ganized communists inside 
y these countries to speed up 
the process toward com- 
munization. 

Kennedy was just as 
adamant in saying he would 
never accept a system that 
was “fraudulent” because 
it gave the superficial ap- 
pearance of an inspection 
" ee and control system but in 
reality was rendered use- 
less by veto powers. 

Khrushchev’s_ unwilling- 
ness to agree to open in- 
spection of any sort on any 
subject obviously stems 
from his realization that 
secrecy is one of the Soviet 
Union’s major military 
weapons. He has boasted 
that he knows where most 
of the U. S. military might 
is, and what it consists of, 
but the Americans have 
only fragmentary informa- 
tion about Russia’s. 

He once described for- 
mer President Eisenhower as “foolish” for thinking 
Russia would ever open its territory to inspection to 
enforce arms reduction or control. 


Kennedy and Charles de Gaulle 


Khrushchev’s extremely rigid attitude at Vienna 
gave added urgency to Kennedy’s efforts to bolster 
the sagging Western alliance. 

In this connection, Kennedy’s lengthy Paris con- 
versations with President Charles de Gaulle may 
have done some good. It’s too early to tell. 

Kennedy and de Gaulle did not try to iron out 
specific differences over NATO operations. They made 
no effort to solve the problems posed by de Gaulle’s 
refusal to permit his forces to be integrated effec- 
tively into the NATO command. Nor did they try to 
resolve de Gaulle’s refusal to let American war- 
planes armed with nuclear weapons use French 
airfields. 

But Kennedy took one step which he obviously 
hoped would soften up de Gaulle. He promised him 
a greater voice in global strategy—a voice more 
equal to that of Britain and the United States in 
world-wide decisions (Please turn to page 400) 


paralyze intervention on 


the one hand, and on the 
NY / 
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New Uncertainties Confronting Market 


Foreign developments and portents are on the sobering side. So also are some aspects 
of the Administration’s domestic policies. With the averages in a restricted range, 
many individual stocks show weakness or appear stymied. A number of speculative balloons 
have been punctured. The investment mood is hesitant. The generally expected “sum- 
mer rise” could be disappointing. A degree of caution is advisable here, together with 


stress on selectivity. 


By A. T. MILLER 


In narrow movement, the _ industrial 
average was up slightly on balance, over the past 
fortnight, rails and utilities off slightly. With no 
progress made for nearly a month, the Dow In- 
dustrial average stands about 5 points under the 
May 19 peak of 705.96; utilities a fraction below 
their May 22 high, and rails off considerably from 
the recovery level attained as far back as March 22. 

By the final session last week the volume of Big- 
Board share turnover was the lowest seen in about 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 
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five months. There has been a sharper comparative 
shrinkage in activity on the American Exchange, 
where the speculative fever was running rampant 
not so long ago; and a similar toning down of ex- 
citement in the over-counter market. 

In some sections of the market which have little 
or no representation in the Dow Industrial Average, 
there has been wide deflationary adjustment— 
ranging up to near-collapse of some speculative is- 
sues. Included are a number of electronics stocks, 
especially those affected by deep price 
cutting in transitors; and issues in 


ing, boats, textbook publishing, drugs, 
cosmetics, and discount retailers. Here, 
and among some other “glamour” 
stocks, sell-offs from highs range from 
roughly 20% to 50% in a number of 
cases. 


Fresh Leadership Needed 


In broad terms, there is now less al- 
lure in much of the whole range of 
stocks carrying the loose labels “glam- 
our” issues, “science” stocks’ or 
“growth” stocks. So the brokers tell 
customers to buy the more reasonably, 
priced “Blue Chips” or good-grade cy- 
clical stocks. You run into trouble with 
simple labels. Some Blue Chips are 
growth stocks selling at fantastic mul- 
tiples of earnings, such as I.B.M., for 
example. Few issues that can qualify 
for the term Blue Chip are priced at 
multiples of less than 20 to 25 times 
earnings, and present market perform- 
ance of some of these is unimpressive. 

Cyclical stocks have had large ad- 
vances in many cases, discounting a full 
profits recovery while earnings are still 
depressed. So the market needs fresh 
leadership—and__ one must wonder 
where it can come from. Steels play a 
big role~ among Cyclical stocks, and 
have considerable influence on senti- 
ment but have run into bumpy weather 
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prices and reduced share 
turnover, investment hesi- 
tation and the relapse in 
speculative enthusiasm are reflected in the de- 
creased numbers of individual issues attaining new 
highs. This daily total ran to a peak 195 issues in 
early April, when in a number of sessions there 
were only three or four new lows recorded. In one 
recent trading session the new highs were off to a 
total of 30, the lows up to 15. On a daily average, 
last week’s new highs totalled 59 issues, poorest 
figure in some time and little over three times the 
number of new lows. 

The time for the so-called “summer seasonal rise” 
is near and will provide a further test of the mar- 
ket’s vitality. It should be noted that gains in July 
or August have been sizable to large in some years, 
small in others—depending on the market’s techni- 
cal position and prevailing investment speculative 
sentiment. Significant summer advance is not as- 
sured. Last year, a June rally level was not exceed- 
ed in either July or August; and in 1957 a 101-point 
fall by the industrial average began in July. 

There could be an analogy in 1950 experience. I[t 
was a business recovery year, as is 1961. The indus- 
trial average by June had risen 41% in 12 months 
from the mid-1949 low. Due to need for consolida- 
tion, the June high was not bettered in July or 
August. In the present instance, the average has 
risen 26.4% from last October’s low in a little under 
JUNE 


17, 3961 








The advance could need more consolida- 


8 months. 
tion. 


Two Important Differences 

Two primary differences are that average price- 
earnings ratios now are unprecedented and nearly 
three times what they were in 1950; and that the 
Communist challenge to us becomes steadily more 
serious and formidable. All indications point to a 
Berlin showdown later this year. Results of our 
foreign aid program to date suggest that more of it 
will not block Red subversion and infiltration in 
Southeast Asia, Africa or Latin America. 

The tendency of the modern market to run fur- 
ther and further ahead of the business cycle sug- 
gests these posibilities: (1) the bulk of the advance 
while business is depressed or in partial recovery 
1(2) at least a slow-down after industrial activity 


\ has passed its prior peak, as it probably will do 


‘within a few months; (3) a trading-range market 
for some time and then a decline starting rather far 
ahead of business recession. 

A market which ignored poor business news for 
months may not get too enthusiastic over good busi- 
ness news here. This is contrary to the concensus 
that there is major further advance ahead. Time 
will tell. At present it might not be a bad idea to 
“wait and see” for a while-——Monday, June 12. 
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THE FREEDOM (TO SPEND) DOCTRINE | * 
Oh for that sense of “Freedom” ad 
that comes when one is broke a 
— Maybe Mr. Kennedy doesn’t know about that Co 
because he has always known the freedom of wealth ha 
— and his pockets have ever been full of dough. e 
pr 
By PAUL J. MAYNARD wi 
CC 
ie his Second State of the Union Message of May was the fourth on fiscal matters in a period of a lie 
25th, President Kennedy said “I am here to pro- little over two months. The first message on March se 
mote the freedom doctrine”. Then he proceeded to 24th dealt with fiscal policy, followed by a second 
outline some startling proposals for free spending one ‘on defense on March 29th. The third message wi 
on a massive scale. One is led to wonder whether covered tax proposals on April 20th. Each time the we 
in addition to the four freedoms we now have a fifth tab has moved substantially higher. The latest mes- | gy 
one—the freedom to spend. sage increases the prospective budget deficit for - 
It hasn’t taken the Kennedy Administration as fiscal 1962 to $3.6 billion, or $5.1 billion more than be 
much as half a year in office to set a course in the that projected by President Eisenhower in January ee 
direction of bigger spending and bigger deficits. of this year when he foresaw a surplus of $1.5 per 
The May 25th “Message on Urgent National Needs” _ billion. cr 
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principal remedy for an alleged 
unsatisfactory economic growth 
rate. In fact, for almost all the 
nation’s problems, be they of a 
4 military, civil defense, agricul- 
4 120 tural educational, or depressed 
area variety, the universal pan- 
+ 100 acea suggested by the Kennedy 
Administration is increased Fed- 
eral spending! 
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The Keynes Theory That Britain 
Discovered 


] 60 The theory that massive doses 
of Federal spending on a deficit 
basis are needed to achieve a 
satisfactory economic growth 
rate harks back to the writings 
during the 1930’s of John May- 
nard Keynes, the English eco- 
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With upward budget revisions coming along in 
such rapid succession, the bewildered taxpayer is 
vondering when and where the limit will be set. 
Certainly what has been outlined to date is far from 
« complete picture of the contemplated spending 
program of the Kennedy Administration. In fact, 
ve have been told that to forge ahead in the space 
ace and to put a man on the moon by 1970 we must 
figure on spending another $7 billion to $9 billion 
for these projects in the next five years alone. Fur- 
thermore, the foreign aid program is being expand- 
ed to close to $5 billion, and more is to be spent for 
civil defense and for practically every domestic ac- 
tivity of the government. 

Certainly Mr. Kennedy and his economic advisers 
must be cognizant of the probable impact on our 
economy of the increased spending which they are 
recommending. Coming at a time when the revised 
1962 budget proposes cash outlays under the head- 
ing of Major National Security of $48.2 billion (31% 
times the level of the pre-Korean War era), the 
superimposition of additional large spending has 
strong inflationary implications. The danger of in- 
flation is increased by the possibility that the pro- 
posed spending program might be in full swing at 
about the same time that our economy is emerging 
from the 1960 recession. 

The conclusion seems inescapable that the present 
administration is embracing increased spending 
proposals because it believes that massive Federal 
outlays of funds are needed to stimulate our econo- 
my toa higher rate of growth. The Chairman of the 
Council of Economic Advisers recently stated: ‘J 
have pointed out that in recent years the American 
economy has fallen short of its vast potential for 
producing useful goods and services—and it lies 
within our grasp to raise the rate of growth of our 
economic might by public and private policies which 
lie well within the institutional structures that have 
served us so well.” 

While this statement seems reasonable, it carries 
with it the inflationary implication that all down- 
ward adjustments in our economy should be ironed 
out by increased Federal action. Furthermore, while 
some tax incentives for new plant exv?2nsion have 
been proposed among suggested Federal income tax 
revisions, major emphasis has been placed on in- 
creased spending by the Federal Government as the 
JUNE 
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nomist. While former President 

Franklin D. Roosevelt adopted Mr. Keynes theory 

of “compensatory government action” in the 

1930’s, he was unable to make it work, and full 

utilization of the nation’s economic and produc- 

tive potential was not attained until after the 

start of World War II. 

> A modern restatement of the _ so-called 
“growthmanship” or “compensatory” theory was 
made in a policy statement submitted by the Coun- 
cil of Economic Advisers to the Joint Economic 
Committee on March 6 of this year. The essential 
point of this theory as then restated is that, quite 
apart from the 1960 recession, there is increasing 
slack in our economy; there is a growing gap be- 
tween actual and potential output; in short America 
faces a problem of chronic sluggishness or stagna- 
tion in its economy which, if it is to be overcome 
requires a greater degree of government action. 

Dr. Arthur F. Burns, Chairman of the Council of 
Economic Advisers in the Eisenhower Administra- 
tion, points out certain fallacies in its formulation. 
Chief among these flaws is the use of an abnormal 
base period of 1947-1953 as a standard of measure- 
ment. This period of greater than average activity, 
was stimulated and lengthened by the effects of the 
Korean War. Furthermore, Dr. Burns finds flaws in 
the base period used for measuring changes in un- 
employment, and in establishing so-called gaps be- 
tween actual and potential output. Actually the pro- 
tracted steel strike in the second half of 1959 
contributed significantly to the incompleteness of 
the expansion of 1958-1960. In light of Dr. Burns’ 
point, it would appear that much of the basis for 
need to stimulate our national economic growth rate 
rests on a shaky statistical foundation. In other 
words, the normal forces of recovery, if allowed to 
operate freely might well take care of any slack in 
our economic growth rate without outside stimula- 
tion. 

The theorists, whose avowed objective is to stimu- 
late a higher economic growth rate by means of 
Federal spending, evidently are not worried about 
the inflationary implications of their actions. This 
lack of respect for inflationary dangers is typical 
of the Keynesian economists. If inflation does 
develop they are ready with a whole kit of socialistic 
controls over prices, wages, profits, etc. In fact, 
there are already signs that such governmental! con- 
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trols over our economy, with their deadening effects 
on business, are being readied. 


That Urge to Greater Growth 


The justification for the new spending programs 
is that these are extraordinary times and an accel- 
erated rate of growth is needed to keep pace with 
the expansion of Soviet Russia. Furthermore, it is 
claimed that if the higher growth rate is developed 
it will provide increased revenues making higher 
tax rates unnecessary. The extraordinary times or 
emergency doctrine has been invoked so many times 
that it is rapidly becoming “old hat’. 

Franklin Roosevelt spoke of the younger genera- 
tion’s “rendezvous with destiny”, as if every gener- 
ation didn’t have to solve new problems. The 
Roosevelt Administrations, two decades ago wore 
out the emergency ploy as an excuse for increased 
Federal powers and spending plans. We might as 
well face the fact that ordinary times, if they ever 
did exist, are a thing of the past. All times are ex- 
traordinary and we can no longer invoke the emerg- 
ency alarm bell as an excuse for unwise spending 
plans or crash programs. Furthermore, to rely on 
spending to produce higher tax yields, which will 
pay for the disbursements seems to be the height 
of Alice in Wonderland economics. If this worked it 
would be equivalent to the discovery of perpetual 
motion. 

Certainly there can be no objection to spending 
all that is needed for the defense of our freedom. 
However, the amount we can spend without losing 
our economic freedom and without impairing world 
confidence in our currency is limited. This means 
that we must choose between alternatives. Guns 
come before butter, and defense comes before social 
welfare programs. 

However, the biggest single increase in budgeted 
1962 expenditures is for Labor and Welfare pro- 
grams enlarged to the extent of $1.3 billion over 
President Ejisenhower’s January estimate which 
itself would have set a new record in this category. 
Labor and Welfare at $6 billion, is slated to move 
up into third position among major administrative 
hudget categories, exceeded only by National Se- 
curity and interest on the national debt. 

Dr. Walter Heller, Chairman of the Council of 
Economic Advisers, rationalizes greatly enlarged 
new spending programs for Labor and Welfare on 
top of record breaking national security appropria- 
tions by arguing that increased Federal expendi- 
tures for such things as aid to education, and to 
farmers, additional health and medical programs 
for the aged, aid to depressed areas, etc., all are 
needed for our security and economic growth. It 
certainly seems to be stretching a point to claim 
that large Federal expenditures are needed to assure 
a healthy productive labor force or that our educa- 
tional system will fail without large appropriations 
from Washington. Actually, if we want greater edu- 
cational opportunities for our youth and better edu- 
cational standards, we should be willing to raise the 
funds by taxing ourselves at the local level to pay 
for them. To postpone paying for them by resorting 
to Federal deficit financing is to dishonestly pass 
the burden onto the next generation, with interest. 


Mr. Citizen That Means You—But 
The brilliant call of President Kennedy’s Inaugu- 
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ral Address—‘‘Ask not what your country can do 
for you but rather what you can do for your coun- 
try” seemingly was just a flight of oratory, not 
supported by specifics. Instead of sternly setting 
spartan standards of spending for non-defense pro- 
grams, while calling for heavier taxes on all to pay 
for greater defense appropriations, the Administra- 
tion is playing the role of a political Santa Claus. 
The slogan should be “Ask not what you can do 
for your country but what your country can do for 
you.” Every pressure group from the farmers, to 
labor and senior citizens is to get extra Federal 
hand-outs at the same time that our budgeted ex- 
penditures for defense are rising to new heights. 
To cite the case of the farmers, agriculture pro- 
grams, which have been costing more than $4 billion 
in each of the past six years are slated to rise to 
$5.7 billion in fiscal 1962. This $5.7 billion is $642 
million higher than President Eisenhower’s January 
estimate. The difference is mainly explained by 
higher price supports for numerous farm products, 
added funds for surplus food distribution, and en- 
largement of appropriations to support rural elec- 
trification. 

Furthermore, there is a real question whether the 
the so-called space race which is to cost many bil- 
lions of dollars, will really add to the strength of our 
national defense. Could it be that this is primarily 
a question of winning world prestige by being first 
to achieve a scientific stunt? 


A Sick Dollar Weakens Our Country — and 
Each One of Us 


If this is the case, would we not be better advised 
to keep the dollar stronger by avoiding the strain of 
such heavy additional spending? Or if we must 
spend the money, would it not be wiser to use it to 
strengthen our military services and equipment? 
These are questons which should be answered be- 
fore entering upon a multi-billion dollar space race 
which could endanger the strength of our currency 
and of our economy, already laboring under the 
burdens of record outlays for foreign and military 
aid. 

> Because of our unfavorable balance of pay- 
ments, the need for the United States to avoid in- 
flationary rises in prices and wages is particularly 
important. It is also vital to our interests that con- 
fidence in this country’s fiscal integrity be main- 
tained. 

Our position as Jeader and principal source of 
strength of the Free World requires that the dollar 
be kept strong. Despite some improvement in the 
balance of payments of this country over the last 
few months, there is no basis for concluding that 
this problem has been solved. Higher prices and 
labor costs in the United States compared with the 
rest of the world could further weaken our ability 
to compete with other nations in export markets. 
Lack of confidence in our ability to balance our bud- 
get could lead to a fear of devaluation and a conse- 
quent flight of short term funds from the United 
States. This would further aggravate the balance 
of payments problem. 


The Road Toward Serious Inflation Has Been Set 


> A long range view of America’s economic his- 
tory, or for that matter, the world’s economic 
history, indicates a growing bias toward inflation. 
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@ Recent legislative develoments in the United 
States such as the Employment Act of 1946 and 
labor and farm aid laws have further strengthened 
inflationary tendencies. @ The need to spend over 
$45 billion out of an $89 billion plus budget for non- 
productive national security purposes further weak- 
ens the nation’s defenses against inflationary ele- 
ments. @ Now to additionally weaken the protective 
barriers against inflation by embarking on new 
Federal crash spending programs is to make domi- 
nince of the forces of inflation in our economy a 
pvactical certainty. 

President Eisenhower stated in his special mes- 
s.ge to Congress on May 3, 1960: 

“For America’s sake, we must resist the tempta- 
tion, this year or any year, to overspend the tax- 
p.iyer’s hard earned dollars and overcentralize re- 
s onsibilities in the Federal Government. If we fail 
we will weaken our hope of ever controlling Federal 
extravagance and will indefinitely postpone debt re- 
tirement and tax relief. At 


of the highest order rather than political expedi- 
ency. Congress must have firm leadership, dedicated 
to economy, or it will dissipate the nation’s financial 
resources through unrestrained spending. As an 
example, some of the President’s budget requests 
for military purposes recently have been the subject 
for Congressional over-appropriation. Without a 
tight rein to hold it in check, the nature of Congress 
is such that it will tend to take the bit in its teeth 
and run in the direction of over-spending. 

The theory that the economy of the United States 
is mature or sluggish and needs a stimulus has not 
been established, and rests on questionable pre- 
mises. If our economy does need a stimulus, cer- 
tainly massive deficit spending by the Federal gov- 
ernment does not represent a sound or lasting 
remedy. Higher labor costs and taxes result from 
increased governmental spending. These inevitably 
mean higher prices, which have adverse effects on 
America’s ability to compete in world markets. 
Thus such a policy would 





tie same time we will de- 
base our currency, invite the 
resurgence of dangerous in- 
fiationary forces, undermine 
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local and state responsibil- inflation and governmental 
iiy, and thus erode away 7 ccna contain controls is harmful rather 
America’s strength at home Tce eee eS ee than helpful to long range 
and all around the world.” solid economic growth. The 
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steady, relentless climb in 

Note Mr. Kennedy Federal Government spend- 
These words should be | 90}- ing, especially if accom- 
carefully reread by our pres- SURPLUS panied by ever-larger defi- 
ent chief executive and his so- = cits, constitutes a growing 
advisers. They explain why threat to freedom in the 
President Eisenhower  ve- United States. The cold war 
toed the unwarranted high 70 ae - =] requires the expenditure by 
price supports and subsidies | our government of over $45 
incorporated in agricultural | 6+ + | billions (or over half the 


legislation passed by politi- 
cally motivated congress- 
men. They also show that 
President Eisenhower recog- 
nized the danger of inflation 
as the greatest threat to the 
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Soviet Russia’s leaders boast that their system 
will “bury” us witohout the necessity of ever going 
to war. This would be pure poppycock if the United 
States clings to the sound basic principles of the 
free enterprise system which have made our nation 
strong and productive. However, if through unwise 
fiscal management we so burden our economy with 
taxes, debt, and excessive labor costs that it ceases 
to function effectively, we could lose our position of 
world leadership. 


Where Do We Go From Here? 


& No financial or monetary expert is sufficiently 
wise to be able to pinpoint the spot where moderate 
inflation ends and runaway inflation begins. It 
would seem, however, that the United States today 
with its $289 billion Federal debt, its excessive and 
incentive-deadening tax rates and its vast spending 
plans, is already well along the road to inflation. 
The danger signals are up, and we must heed them 
or face the consequences of governmental regimen- 
tation and loss of freedom. We need statesmanship 
JUNE 
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these required expenditures large amounts for labor 
and welfare programs, the need for which is ques- 
tionable, would substract from, rather than add to 
the nation’s economic strength and its ability to 
expand. 

Strong as our country is today, we cannot go on 
disbursing billions on billions of dollars in Federal 
spending without considering priorities or without 
distinguishing what is important from what is rela- 
tively unimportant. 

The cause of freedom is not aided by unrestrained 
government spending programs which feed the fires 
of inflation. Individual freedom is not compatible 
with excessive Federal spending because the latter 
inevitably leads to increasingly heavy taxes and 
regimentation. These subtract from, rather than 
augment, the sum total of freedom in the world. If 
the necessary taxes are not levied, inflation steps 
in to rob the worker of the future of his labor 
through debasing the currency which he receives 
in exchange for his contribution to production. END 
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GAUGING THE BUSINESS OUTLOOK 


sx By Company Backlogs 
s+ and Inventories ;:¢ New Orders 


By HOWARD 


HE much heralded upswing in business appears 

to be well under way; although so far the statisti- 
cal evidence is fragmentary. As a matter of fact, 
until the April, 1961 figures were released on new 
orders, backlogs and manufacturers’ inventories, the 
supporting evidence was slight. Hence, a cautionary 
note about the state of the nation’s business should 
be noted at the outset. 

On all sides can be heard a chorus of optimism 
about the balance of 1961 and the full year 1962. 
No dissent is intended here—just a much needed 
observation that so far the physical evidence of 
returning prosperity is lagging far behind the opti- 
mistic wishes. This is understandable in the early 
stages of an upturn, but we should understand that 
it is still very early—and that it is in the early 
stages that upturns sometimes die out before full- 
fledged booms develop. Under other circumstances 
we could be less cautious, but with the stock market 
almost unanimously over-valued, the expected boom 
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is adding further premiums to already over-inflated 
quotations. Hence, if the boom should prove abortive 
stock prices would be particularly vulnerable. 


Sparse Tangible Evidence of a Forthcoming Boom 


A look at the accompanying table gives further 
evidence of the need for caution. Few indications 
can be found among the companies presented of a 
massive buildup in order backlogs—and it is unfilled 
orders that are the backbone of industrial booms. 
In fact, except for the defense industries it is obvi- 
ous that backlogs so far have little meaning as 
confirming evidence of a forthcoming boom. The 
latest figures, just released by the Commerce De- 
partment, also suggest that it is still very early in 
the day, although there is no doubt that the situa- 
tion is more encouraging now than at any time in 
a year. 

In April, manufacturers’ new orders increased for | 
the third month in a row, the longest streak we | 
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have seen in over a year. The rise was about 4% 
over the March figures, coming to a total of $30.7 
billion compared with $29.8 billion in March. Even 
more encouraging was the fact that for the first 
time in a long while, new orders exceeded manufac- 
turers’ sales, indicating that backlogs were begin- 
ning to mount. 


Heavy Defense Orders Introduce Distortion 


But the building process is slow. At the moment, 
backlogs of unfilled orders stand at $46.1 billion, the 
highest since last October when they totalled $46.6 
billion. But both the new orders and the backlog 
figures in April were swelled by the heavy placement 
of defense orders. Hence, the gain in transportation 
industry backlogs does not mean, for example, that 
private enterprise is again ordering railroad cars 
and commercial aircraft, but just that aircraft 
contractors have received big awards for missile 
systems. 

In addition, other industries that should normally 
give the best evidence of a growing boom are still 
following an erratic pattern. Machinery and tool 
orders have been alternately encouraging and then 
depressing as unexpected declines turn up just as it 
appears an upward trend is well under way. Simi- 
larly, heavy electrical equipment, one of the princi- 
pal props of high backlog figures, have not yet 
shown a consistently rising pattern. There has been 
some evidence that they will shortly grow—mostly 
a sign of price firmness lately—but until the figures 
actually disclose rising order backlogs for the equip- 
ment makers, it would be wise to adopt a skeptical 
attitude. 


Will Inventory Upturn Be Extended? 


Among the most encouraging signs so far is the 
April reversal of the seven-month decline in inven- 
tory accumulations. Manufacturers’ stocks rose to 
$53.4 billion, $100 million more than in March, but 
still a billion dollars behind the inventory figures a 
year earlier. The reversal is important, but it would 
be an overstatement to claim that this provides evi- 
dence of rapid building of inventories—and this will 
be needed before we can feel certain that a new 
boom has been confirmed. 

The current economic picture boils down to this: 
the economy has stopped going down, and some 
encouraging signs are visible that a real upturn is 
in the making, but so far we have experienced noth- 
ing more than a normal seasonal upturn in business, 
plus a big shot in the arm from government defense 
contract awards. All this has led to a cessation in 
the growth of unemployment and has rekindled 
businessmen’s optimism, but there is little evidence 
as yet that the optimism has been converted into 
concrete business decisions. 

If the new order, backlog and inventory figures 
continue their current trends over the next several 
months, to be sure, everything will be rosy indeed. 
But it is well to bear in mind that this must happen 
if we are to have any semblance of a boom, and if 
industry is to translate its high capital svending 
plans into actual orders which will eventually swell 
order backlogs to boom proportions. 


Machinery Backlogs Confusing 


Machinery and machine tool orders and backlogs 
present one of the best reasons for avoiding too 
hasty conclusions about the future state of busi- 
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ness. For three months orders rose, apparently es- 
tablishing a real uptrend. To the orders from Eu- 
rope, that had bolstered the industry for a year, 
was now added a rising level from domestic cus- 
tomers. Last month, however, a sharp break in the 
upward trend was suffered, as new orders took an 
unexpected plunge. It is possible, of course, that 
the latest figures are a freak occurrence, explainable 
by a sudden shift in the European demand that has 
bolstered the industry for the last year, but so far 
we don’t know. 

Nevertheless, until the recent drop, the machinery 
industry represented one of the few tangible reasons 
for expecting an increase in order backlogs. 

Cincinnati Milling Machine, one of the largest and 
most successful of the machinery makers reported 
a backlog of $53 million recently, up substantially 
from the $47 million of March, 1960. However, it is 
noteworthy that the company’s unfilled order posi- 
tion is lower now than it was at the year-end. The 
two million difference may not be significant, but in 
view of the erratic nature of machine tool orders 
recently it is worth watching. As a matter of fact, 
the entire machinery-machine tool group presents 
a mixed picture. 

Babcock & Wilcox, which did very well last year 
and also had a highly respectable first quarter in 
1961, seems to be eating into its backlogs a little 
too fast for comfort. From $300 million a year ago, 
unfilled orders declined to $291 million by year-end, 
and then lately dropped again to $278 million. This 
is still a healthy backlog when measured against 
last year’s sales of $311 million, but the trend is 
uncomfortable at a time when most observers are 
looking for evidence of an increase. 

American Machine & Foundry has also suffered 
a decline from the figures published a year ago. 
This does not, however, reflect new defense orders 
recently placed, so that in all probability a fresh 
figure would erase the deficit. 

AMF was one of the few major companies to 
score an advance in earnings in the first quarter, 
and unless the economy heads into an unexpected 
tail spin it should put another good year under its 
belt. A rising backlog figure, however, would be a 
welcome sign. 

On the other hand, a few machinery companies 
have recently published tangible evidence of sharp 
improvement. 

Bucyrus-Erie, lone in the doldrums is finally 
showing signs that the long drought for heavy con- 
struction machinery is coming to an end. Backlogs 
in March of 1960 were a paltry $20 million. By 
vear-end they had climbed to $28 million, and lately 
have been reported as high as $36 million. The com- 
pany operated deep in the red last year. but the 
rising backlog, when coupled with the 44¢ net al- 
ready earned in the first quarter, lends hope that 
profitable operations are in the wind for 1961. 

Food Machinery & Chemical is also on the plus 
side. This high quality company has never been in 
serious trouble, and is once again showine its met- 
tle. Backlogs were recently reported at $138 million, 
a healthy increase above the $82 million in March 
of 1960. 

Some Aircraft Manufacturers Benefit from 
Changed Defense Emphasis 


The mixed picture for the machinery industry is 


361 




















Order Backlog Trends For Representative Companies 














—_——— Order Backlog —-_-——- 
Latest 
Reported 12/31/60 3/31/60 
—_— (Millions) ——— 
AIRCRAFT 
Boeing Airplane .................00008 $2,209 $2,139 $2,000! 
Chance Vought Corp. ................ 201 — 253! 
Douglas Aircraft ...............c00c08 879 - 1,413 
General Dynamics ...................... 2,550 2,550 
Grumman Aircraft ...............000+ 311 — 370 
Lockheed Aircraft ..............0.006 1,270 1,220 1,110! 
McDonnell Aircraft .................... 372 402 
North American Aviation .......... 928 873- 
Republic Aviation ................0++ 637 511 - 
SIE PGI esinsserevcscicsssictesies 1,025 - 1,000 
ELECTRONICS & INSTRUMENT 
American Machine & Metals .... 17 16 181 
Burroughs Corp. .... 107 - 105 
RNIN NINN Stcticcnaikccacnasscciccsaore 160 -- 190% 
Fairchild Camera & Instrum. ..... 36 — 20 
General Precision Equipment .... 172 185 
International Tel. & Tel. ............ 623 — 5491 
MID IN. caatnsnnnecthasneseshaisancinecacee 78 = 76! 
Texas Instruments ................00 91 - 101! 
MACHINERY 
American Machine & Foundry .. 156 - 164 
Babcock & Wilcox .........:.ccccceee 278 291 300! 
SND sSsccepstocesscicsecsstenevenns 40 32 36! 
IN, cdeucacernscossainaniosaneisct 36 28 20 
Cincinnati Milling Machine ....... 53 55 47 
Cooper-Bessemer Corp .............. 16 _ 27 
Food Machinery & Chem. ...... 138 82 
Worthington Corp. ..........::ccssees 70 64 — 
d—_Deficit. 1__December 31, 1959. 
NA—Not available. 2_October 1, 1960. 
%_July 31, 1960. 
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Net Ist Quarter ——_—_——- 
Earnings 1960 1961 
Net Per Net Earnings Net Earnings Indicated 
Sales Share Sales Per Solas Per 1961 Price 
(Mil.) Share (Mil.) Share Div. Recent 
$1,554.5 $3.07 $395.7 $ .51 $325.2 $ .75 $1.60 47 
213.8 3.27 62.6 74 45.5 79 2.00 57 
1,174.0 45.09 251.5 41.82 204.8 45 - 34 
1,987.7 42.71 473.3 .62 507.5 42 100 37 
25.5 3.27 73.2 88 75.9 73 1.50 34 
1,332.2 45.82 340.3 38 336.3 59 - 43 
436.9 3.55 330.37 2.577 260.87 2.687 1.00 35 
964.1 2.87 498.0°> 1.435 573.6> 1.435 2.00 49 
215.2 3.29 34.9 35 85.7 1.87 2.00 49 
‘987.8 1.95 273.9 95 277.6 .26 2.00 45 
50.3 2.13 13.1 81 12.0 49 1.60 45 
‘387.4 1.39 98.6 .37 90.4 21 1.00 32 
190.8 3.04 91.75 2.16°> 112.45 1.185 41 | 
67.9 3.07 13.8 Ry 20.6 Be .50 182 | 
244.4 3.46 57.0 77 62.9 .87 1.20 75 
811.4 1.95 177.6 38 193.5 -42 1.00 58 
90.9 1.03 22.8 19 25.1 21 .40 25 
232.7 3.91 56.2 99 58.9 95 190 
292.7 3.06 74.9 44 114.6 47 -90 52 | 
311.0 2.88 78.4 81 76.0 76 1.40 44 
86.2 1.40 21.5 .50 19.7 .24 .50 27 
63.6 45.33 14.3 4 .12 20.2 44 23. —C| 
123.5 1.52 29.69 .209 NA® 529 1.60 43 
68.4 2.77 15.0 70 12.1 21 #160 39 | 
3€3.8 Z.7% 76.9 56 91.4 .62 1.40 74 
194.4 4.42 1.02 41.4 77 2.50 65 


43.4 





7—9 months ended 3/31. 
5—June 30, 1960. S—1st months. | 
6_June 30, 1959. 12 weeks. 


4___ Estimated. 








unfortunate since backlogs in other segments of the 
economy are relatively meaningless at the moment 
from a forecasting point of view. Latest defense 
industry backlog figures were released before the 
government’s step-up in spending was authorized, 
and before the recent shift in emphasis in the 
missile and satellite field was enunciated by Presi- 
dent Kennedy. Hence, a strong possibility exists 
that before many months are out, cancellations will 
glut the backlogs of some companies, while new 
orders for special missiles and aircraft will sharply 
increase the positions of others. 

North American Aviation, as a case in point, has 
reported a slight increase over the October, 1960, 
backlog figures, but this could change radically in 
the near future. General Curtis LeMay has just 
been named overall Air Force Chief, and he is a 
vociferous champion of the B-70 manned bomber, 
which was recently shelved by the Administration. 
As the prime contractor on the B-70, therefore, 
North American’s fortunes could change suddenly. 

Republic Aviation, on the other hand, while oper- 
ating at a high rate now, and with a higher backlog 
than at year-end, may be running out its string. As 
a fighter plane producer, the company is now in full 
production, but as deliveries are made, backlogs will 
drop without replacement orders. Hence, the com- 
pany will be hard pressed to come up with new con- 
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tracts in the newer defense fields. 

The successful flight by Commander Shepard, 
however, should reverse McDonnell Aircraft’s down- 
ward backlog spiral. Project Mercury has been a 
success, and in all probability will now be stepped 
up to serve as a prototype for further manned 
probes into outer space. The President has expressed 
his aim of beating the Russians to the moon, and 
the Mercury capsule will have to be one of the step- 
ping stones. 

The sharp contrasts within the defense groups, 
however, is best illustrated by Douglas. This major 
company’s backlogs have dwindled sharply as de- 
liveries of commercial jets have proceeded far faster 
than new orders for the jetliners. A year ago, in 
March 1960, Douglas had a backlog of over $1.4 
billion. Recently, however, the company reported 
its unfilled order position at a meager $879 million, 
or one of the smallest in several years. Growing 
defense business will keep the company’s backlog 
from dropping too fast from here on out, but as 
deliveries for jets are completed it will take a long 
time to rebuild it again. 


Electronics Backlogs Also Irregular 


The dominance of military ordering also makes 
electronics backlogs confusing and possibly mean- 
ingless. Collins Radio, which relies heavily on mili- 
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Order Backlog 
Latest 
Reported 12/31/60 3/31/60 
- - (Millions) 

RAILWAY EQUIPMENT 

ID crcsscsesescicceencsornes 38 33 401 

American Brake Shoe ................ 32 30 40! 

New York Air Brake .................. 9 10 121 

Worth‘ngton Corp. ...........0.0000 70 64 _ 
SHIPBUILDING 

Bath Iron Works ..............00000000 53 - 101 

New York Shipbuilding ............. 147 : 210 
OTHER INDUSTRIES 

Allis-Chalmers Mfg. ................ 197 - 200 

American Steel Foundries .......... 18 18 341 

Brunswick Corp. .........:.cccceeee 2014 1615 1376 

Combustion Engineering ........... 355 - 390 

Emerson Electric ..................00.00 87 64 

TE TOI hecccsncccscccescssvecsaceceice 170 - 163 

PO Ts RD cainccdscsncecccicisosconccs 65 - 44 
d__Deficit. 1__December 31, 1959. 
NA—Not avaliable. 2—October 1, 1960. 

3—July 31, 1960. 


Order Backlog Trends For Representative Companies—(Continued) 


= -_ i 
1960 Ist Quarter 
Net 
Earnings 1960 1961 
Net Per Net Earnings Net Earnings Indicated 
Sales Share Sales Per Sales Per 1961 Price 
(Mil.) Share (Mil.) Share Div. Recent 
86.2 4 .51 26.5 .27 19.4 .02 40 18 
164.5 3.48 39.9 .64 37.6 56 2.40 47 
40.4 2.30 11.2 .53 9.3 28 160 33 
194.4 4.42 43.7 1.02 41.5 77 2.50 65 
53.4 5.82 NA NA NA NA 3.00 53 
112.0 9413.25 24.2 NA 24.8 NA 15 
530.0 1.12 127.3 .28 110.6 5 1.50 28 
120.1 2.69 58.85 1.22% 52.45 85> 160 34 
359.8 2.28 52.6 15 52.1 17 40 56 
261.9 1.75 57.5 .40 63.9 48 1.20 34 
125.4 2.74 61.6> 1.375 70.0" 1.50° 1.00 84 
302.5 3.06 67.1 71 58.8 .34 2.00 45 
60.5 2.33 NA NA NA 21 1.50 28 
. Estimated 79 months ended 3/31. 
%—June 30. 1960. S_1Ist months. 
6_June 30, 1960. 9_12 weeks. 


























tary business, reported a sharp drop to $160 million 
from $190 million a year ago. This slowdown has 
even affected profitability so severely that the com- 
pany recently omitted its dividend payment. 

On the other hand, Lear, which is in essentially 
the same business, reported a small rise in unfilled 
orders, and General Precision reported a small 
decline. 

For the larger companies, with both military and 
heavy industrial demand for their products, the 
current picture is also one of uncertain progress. 

International Telephone & Telegraph, which is fast 
becoming an aggressive competitor in the new forms 
of communications (see our Communications article 
in the June 3 issue), is in the process of rapid back- 
log building through defense orders. Latest figures 
are $623 million, almost $100 million more than a 
year earlier. 

Texas Instruments, however, which relies much 
more heavily on private industry for its business, 
reported a backlog of only $91 million compared 
with $101 million a year ago. Perhaps more signifi- 
cant, however, is the fact that Burroughs, whose 
backlog now consists largely of computers and data 
processing systems for banks and private industry, 
was able to report only a tiny improvement in its 
new order position over a year ago. 

Private Sector Lags 


In industries where the huge power of government 
orders is either missing or of only minor importance, 
there are still only few signs of improvement in 
backlogs. The railway equipment makers, for exam- 
ple, are eating away their backlogs rapidly, with no 
signs of a rise in new orders for any consistent 
period. Alco Products is a possible exception. Back- 
logs are down from a year ago, but some big orders 
early in the year put the current figures well above 
the sharply depressed levels at year end. New York 
Airbrake illustrates the plight of the equipment 
makers more accurately. The company’s unfilled 
JUNE 
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order position is down 25% from a year ago, indi- 
cating that operation from here on out will be on a 
hand-to-mouth basis. 

Backlogs for the shipbuilders are also down 
sharply, but here the situation is not as serious as 
for the rail equipment manufacturers. Both Bath 
Iron Works and New York Shipbuilding made recent 
deliveries on large contracts—a factor which must 
depress backlogs because of the magnitudes in- 
volved. Bath, however, is still the government’s 
favorite navy destroyer contractor and will probably 
rebuild its position soon. New York Ship’s situation 
is more precarious, but the company has the facili- 
ties to bid for major shipbuilding contracts and 
should get its share so long as the government con- 
tinues its policy of encouraging the replacement of 
our older merchant shins. 


Individual Differences and Specialties 


The other companies with reported backlog posi- 
tions provide few reliable clues as to the general 
state of business. Allis-Chalmers comes the closest, 
since it is both a big farm equipment producer and 
a major factor in electrical equipment. Its lower 
backlog position points up our earlier observation 
that generating equipment orders have still not 
grown to enormous proportions. 

Brunswick’s big jump in backlogs probably means 
that the bowling boom has not yet run its course. 
Leisure, as an industry, is booming along, but it is 
still not a major factor in the heavy segments of 
the economy. 

Koppers Co., however, does reflect some general 
betterment in heavy industry. The small rise in the 
company’s backlog is the first real sign that the 
steel industry is encouraged enough by develop- 
ments in the last few months to begin ordering 
equipment again. 


Current Optimism Still Requires Confirmation 


Optimism is rampant (Please turn to page 398) 
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| BRINGING 
BASIC INDICATORS UP-TO-DATE 


As new help for business forecasters 


By JOHN W. McKAIG 


HE recent recession badly tarnished the opti- 

mistic portrait of the “Golden Sixties.” Two 
years ago, with only rare exceptions, economists 
and business analysts were starry-eyed with the 
glittering prospect of a decade of uninterrupted 
progress. Only a few lonely voices suggested that 
eur eyes should be focused on the path we were 
actually treading rather than the distant horizon 
of 1970, and these voices were largely unheard. 

To be sure, the optimistic predictions had some 
justification. Long-range projections of our popula- 
tion, labor force and economic growth as measured 
by Gross National Product (GNP), all pointed dra- 
matically upward. With no doubt as to basic direc- 
tion, controversies among the economists centered 
largely over the rate of increase to be expected in 
our national well-being. Would it be 3%, 314%, 4% 
or a more lofty 5% per annum? 

But the 1960-61 recession showed us once again 
that it is possible to stumble even on an upward- 
rising path, and this fact has caused many fore- 
casters to pay renewed attention to statistical indi- 
cators of short-run fluctuations. 

This is not to say that there has been a lack of 
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such indicators of business and economic activity. 
Numerous individuai statistical series from Gov- 
ernment and private sources report the weekly, 
monthly, or quarterly ups and downs of this or that 
activity. The possibility of combining these various 
fragments of information into a sharper tool for 
economic and business analysis has long been the 
dream of imaginative minds. 


Two Familiar Tools 


Of course, this search is not a new one. Certain 
comprehensive and reliable guides are already in 
daily use. The oldest of these is the Federal Reserve 
Board’s Industrial Production Index, perhaps still 
the most widely used of all economic indicators. 
This has been compiled, with periodic adjustments, 
since 1919, and is currently expressed in terms of 
the 1957 rate of productivity at 100. (The most 
recent figure for this index is 105). This data is 
derived from 1,400 individual series of physical pro- 
duction, about two thirds of which reflect quantities 
of goods produced or shipped. Certain value and 
man-hour figures are also included, but these are 
“deflated” to eliminate the influence of price changes. 
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A second familiar measurement, Gross National 
Product, the great over-all aggregative index of the 
economy’s output of goods and services, has like- 
wise come to occupy an honored place in our in- 
ventory of broad analytical tools. This is more 
comprehensive than the Industrial Production Index, 
although still open to the criticism (forcibly ex- 
pressed at the recent meeting of the National 
Industrial Conference Board) that it overemphasizes 
physical output to some neglect of services, which 
are becoming increasingly important in our stand- 
ard of living. 

But both of these indexes, valuable as they are, 
ire open to another criticism. They are largely 
nistorical. Neither of them is the sensitive kind of 
sconomic predictor which analysts need to gauge 
the near-term business outlook. 


A More Sensitive Index 


In recent years, a third tool has been fashioned 
ysut of the wealth of statistical detail which describes 
‘urrent business conditions. Pioneered by the Na- 
tional Bureau of Economic Research, this new tool 
has been designed specifically to help business ana- 
iysts predict the turning points in business cycles. 
The National Bureau’s economists found that the 
changes which take place in some parts of the 
economy provide leading indications of the future 
course of business activity as a whole. Other eco- 
nomic changes occur coincidentally with changes in 
»ver-all business activity, and there are some eco- 
nomic phenomena whose movements lag behind the 
‘hanges in over-all activity. 

This magazine’s Business Trend Forecaster is a 
variant of the lead indicators originally developed 
by the National Bureau. Readers of the Magazine 
of Wall Street have found it increasingly useful as 
a predictive tool, and it has become one of this 
journal’s most popular features. Its essential ‘‘lead- 
ing’”’ components are: new incorporations, stock 
prices, new orders for durable goods, raw industria! 
commodity prices, average hours worked, business 
failures measured in terms of liabilities, housing 
starts and non-residential construction contracts. 

Although the distinction among leading, coinci- 
dent, and lagging indicators has been well known 
and widely used by private analysts for some time, 
the Federal Government’s statistical program has 
generally relied upon the older and more familiar 
analytical tools—the FRB Index and GNP—as sup- 
plemented by important individual current series, 
such as those relating to employment or the Con- 
sumer Price Index or manufacturers’ sales, new 
orders, and inventories, and the like. There has been 
a definite lack of any predictive tool to help guide 
public policy makers in meeting the exigencies of 
short-run economic fluctuations. 


Federal Statistics Being Revised 


This inadequacy is now being overcome. An ex- 
perimental program was inaugurated by the Federal 
government in 1957 to provide the Council of Eco- 
nomic Advisers with up-to-date information on 
current business cycle conditions. To meet the needs 
of the policy makers, the techniques of the National! 
Bureau were combined with the electronic data 
processing equipment of the Bureau of the Census 
and the imagination of the Bureau’s Chief Econo- 
mist, Julius Shiskin, to produce a far more compre- 
hensive and more timely (Please turn to page 392) 
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PRINCIPAL BUSINESS INDICATORS 
PUBLISHED BY THE GOVERNMENT * 


24 leading series 


— Average weekly hours, manufacturing 

— Accession rate, total manufacturing 

— Layoff rate, total manufacturing 

— Number of persons on temporary layoffs 

— Initial claims, State unemployment insurance 
programs, U. S. total 

— Manufacturers’ new orders of durable goods 
industries 

— New housing starts 

— New investment orders and contracts 

— Newly approved capital appropriations 

— Net change in business population 

— Number of new business incorporations 

— Current liabilities of business failures 

— Corporate profits after taxes 

— Profits, before taxes per dollar of sales 

— Index of 500 stocks 

— Changes in manufacturers’ 
chased material 

— Change in business inventories 

— Index of spot market prices, raw industrials 

— Change in manufacturers’ unfilled orders, dur- 
able goods industries 

— Buying policy, production materials, percent re- 
porting commitments 60 days or longer 

— Buying policy, capital expenditure 

— Index of construction contracts, total value 

— Local building permits for private housing 

— Total nonagricultural placements 

— Change in manufacturing and trade inventories 


inventories, pur- 


14 coincident series 


— Total nonagricultural employment 

— Unemployment rate 

— Number of unemployed 

— Average weekly insured unemployment 

— Index of help wanted advertising in newspapers 

— Index of industrial production 

— Gross national product, current dollars 

— Gross National Product, 1954 dollars 

— Bank debits outside New York City, 343 centers 

— Personal income 

—Labor income in mining, manufacturing, and 
construction 

— Sales of retail stores 

— Index of wholesale prices, all commodities other 
than farm products and foods 

— End product demand 


7 lagging series 


— Business expenditures on new plant and equip- 
ment 

— Index of labor cost per unit of output 

— Labor cost per dollar of real GNP 

— Manufacturers’ inventories 

— Manufacturers’ inventories, finished goods 

— Consumer installment debt 

— Bank rate on short-term business loans, 19 cities 





* A cross-section of the indicators appearing in the “Monthly Re- 
port On Current Business Cycle Developments” 
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CONGRESS, getting restive under the discomfort of 
Summer along the Potomac’s humid banks, thinks 
of adjournment by statutory July 3l—an impossi- 
bility if it is to enact the still-large remainder of 
the New Frontiers legislative program. Democratic 
leadership thinks more of Mid-August or Septem- 
ber 1 as possible adjournment dates. The thinking 
is more or less wishful, according to many rank- 
and-filers, especially in the House, who point up that 
too much of the Kennedy program is of a highly 
controversial nature, adding that grass roots opinion 
is definitely growing conservative. Further, they see 





WASHINGTON SEES: 

Judging from the abandon with which Mr. 
Khrushchev cha-cha’d around at the Indonesian 
party in Moscow upon his return from Vienna, 
one gets the impression that he thoroughly en- 
joyed the hard time he gave President Kennedy 
and wanted the world to know it. 

His antics remind one of the jig that Hitler 
danced in the streets of Paris when he thought 
the world was his. We had the last laugh though 
—and we shall have it again. 

Although nothing has been said about it, | 
wonder if in Russia’s desperation for trade dol- 
lars, which brought Mikoyan to this country, and 
super-salesman Khrushchev who followed after 
he had failed, whether the suggestion was not 
made to President Kennedy that one hundred 
billion dollars worth of US trade with Russia on 
a long term credit basis would go a long way 
toward settling world problems. 

At any rate, Khrushchev did not fare very well 
at the tail-end of President Kennedy's report to 
the people, which showed that the President was 
thoroughly aroused to the challenge of the Rus- 
sian ideological and subversive economic threat, 
and fully realized their objective was still the 
same — to conquer the world for communism and 





bury the West. 
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BY “VERITAS” 


White House proposals as extremely damaging to 
the budget—even necessitating a hike in the debt 
limit before adjournment “without passage of a 
single remaining unfulfilled Administration request. 
In the background, actually to the forefront, is the 
tense international situation. 





FARM legislation, regarded by many here as the 
Nation’s No. 1 domestic problem, is no nearer a 
sensible solution than it was in the last Congress. 
This is according to Capitol Hill sources with fair 
to intimate knowledge of the agricultural economy 
as related to the overall economy. Agricultural Com- 
mittees of House and Senate are about ready to 
report measures closely patterned after the Presi- 
dent’s recommendations, but differing somewhat 
from each other. Two courses are open, according 
to experts in the field: A gradual return to free 
markets, or rigorous control of the market supplies. 
The Administration’s measure, which Agriculture 
Secretary Orville L. Freeman has tried, but without 
overwhelming success, to “sell” to Farm organiza- 
tions, smacks of a high order of regimentation that 
could lead to higher prices to the consumer of both 
food and fiber products. In turn, this would affect 
the industrial economy through demands for higher 
wages. In summary, the legislators most concerned 
are “up a tree,” but don’t know what to do. 


HEMISPHERE affairs—Western, that is—become of 
mounting concern in Congressional and Diplomatic 
circles as Castroism makes dangerously greater 
headway in Latin America. There is the often openly 
expressed view that we have spent too much time 
and money—lavishly—in the Old World in a not- 
too-successful effort to contain Communism, neglect- 
ing next-door neighbors who, though not ravished 
by war, were in dire economic straits. It took the 
advent of a Red-tinged Cuban dictator to awaken 
us. It is the view of seasoned observers that we have 
been too late with too little, but may still be able to 
retrieve our position if an intelligent hard-hitting 
policy is developed. 
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Congress Has Definitely Concluded Tax 
Legislation Until Next Year.It's the absolute 
placed sources on both Ways & Means Committee 
of House and Senate Finance Committee 

that extension of the Korean War excises 
and existing corporate tax rate ended tax 
legislation for this year. Both were highly 
critical of the tax program of the President, 




















"without rhyme or reason, clumsy in more 
ways than one and grossly unfair to large 
segments of business." All of which bears 
out the forecast made in this section, issue 
of May 20. 

















Navy “Happy” with New Anti-Submarine 
Weapon. Only partially unveiled is the sea 
service's Drone Anti-—submarine Helicopter 
(DASH) to provide destroyers and other naval 
craft long-range striking capabilities not 
previously known to surface anti-submarine 
warfare. DASH, a compact weapon—carrying 
and unmanned helicopter, can be sent to the 
area of a submarine, many miles away 
(detected by the ship's sonar equipment), 
hover over the submersible, release its 
charges and return to the ship's deck. 
Despite its highly intricate electronic 
equipment, prolonged tests reveal it to be 
highly efficient. A responsible Navy 
source declares it "the greatest advance in 
anti-sub warfare since development of the 
World War I ash can (destroyer—dropped 
depth charge)." All new destroyers will 
carry DASH, while thoSe being modernized 
will also include the revolutionary new 
vehicle. 


Scandals In Federally Financed Slum Clearance 
Programs? Yes, says a private organization 
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paid exhorbitant sums for their holdings. 
Internal Revenue is closely investigating 
"windfall" profits, while a Congressional 
Committee quietly probes mismanagement of 
urban renewal projects in the larger cities. 
Nothing will come of it for some months, but 
the legislators are certain to tighten up 
the laws to prevent gouging and probable 
"collusion" between property owners and 
public appraisers. Unfortunately, the 
present Session is too far advanced for 
Congressional action this year. 








Bankers’ Fears Regarding Mergers May Be 
Unfounded. Fears of some segments of the 
banking industry that the anti-trust suits 
against merger of the Girard Trust Co. and 
the Philadelphia National Bank, plus the 
Treasury—Justice "accord" on bank mergers 
would prove a complete roadblock on mergers 
of banks and bank holding companies, seem 
to be groundless. Despite the pending 
Philadelphia suit, there was a flow of 
approved bank merger applications between 
the comptroller of the currency and 
Justice's Anti-Trust Division in recent 
weeks. There is presently a slow—down, 
primarily because of a drop in applications, 
not because of any objections from Justice, 
which apparently is taking into 
consideration the financial position of the 
applicants; in other words, Justice is 
asking if the proposed merger would avert 
the failure of one or more of the applicants, 
rather than does it tend to create a 
monopoly. 
























































Medi-Care Will Not Clear Congress This Session. 
Despite optimistic predictions of a high 
labor source that Congress will pass a 
medical—care—for—the—aged bill, tied to the 











which, after months of research, declares 


Social Security system, it can be 





that owners of slum properties have been 
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emphasized the forecast is wishful 

















thinking. With Congress working toward a 
Mid—August (or earlier) adjournment, it 
"simply cannot and will not be done," 
according to the best posted source on 
Capitol Hill. It is a possibility during 
the next Session of Congress, "but not as 
broad in scope and application as 
recommended by the White House," he added. 


Republicans Set Sights High For 1962. Aimis 
for a gain of no less than 50 HouSe seats, 
plus 10 or 12 in the Senate. A "bull's eye" 
on the House target would whittle the present 
Democratic majority from 88 to a minority of 
eight. Admittedly, the feat seems next to 
impossible but, according to Washington 
politicos (some of them Democrats) odds are 
now 50-50. The Senate gain of 10 seats 
would leave the Democrats still in command 
of the upper chamber but, with revenue 
legislation, by Constitutional fiat, of 
House origin, a GOP majority in the House 
would serve to effectively brake legislation 
of an inflationary nature. 

Cause of GOP optimism is National 

Committee's selecion of Rep. William E. 
Miller, New Yorker (Buffalo area) as 
National Chairman. Miller, as Chairman of 
the Congressional Campaign Committee during 
the 1960 election, increased GOP House 
membership by 20, and against tough odds. 
Credit is given him by his Republican 
colleagues and the opposition, which 
privately admits he will be tough to cope 
with. He has the drive and enthusiasm "which 
may be lacking in a Party which has grown too 
complacent," according to a responsible 
Democratic source, who adds that the last 
election revealed that "we have a minority 
President as our Party leader who has yet to 
prove himself in areas other than spending." 
With only 33 Senators up for re—election, 
a majority in the traditionally Democratic 
South, the most optimistic Republicans feel 
that ten (more likely eight) is the probable 
GOP gain in the upper chamber. 


Did Interior Retaliate For Texas Upset? 
It seemed fairly common knowledge that 
Interior Dept's. Oil Import Administration 
would reduce crude oil import quotas 
approximately 75,000 barrels per day in the 
last half of the current year, primarily 
under pressure from Texans' "Veep" Lyndon 
B. Johnson and House Speaker Sam Rayburn. 
On May 31, after extensive hearings and 
just four days after the May 27 Texas 
election which sent a Republican to the 
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Senate, Interior Secretary Udall said oil 
import quotas would remain unchanged until 
OIA could review and digest hearings and 
briefs. There is the distinct impression 
here that, doubtless with the concurrence of 
LBJ and the Speaker, Udall's action was a 
form of retaliation for the May 27 defeat of 
the Democratic Senatorial candidate — that 
quota reductions will be announced for the 
fourth quarter. Meanwhile Texas production 
in June has been cut back to seven days. 























Patents Legislation Snarled. Current 
practice of Defense Department is to permit 
discoverers of new equipment, systems, 
etc., (working on government research 
projects) to retain patent rights for 
commercial development. Other government 
agencies — Atomic Energy Commission, 
National Aeronautics and Space 
Administration — under their legislative 
authority, retain all rights, government 
and commercial. Two bills now pending 
before the Semate would make this proviso 
applicable to all developments under 
government research projects. Their passage 
is doubtful; they face amendments which 
would permit the discoverer to retain his 
commercial and defense rights of 
development. The situation, at the moment, 
is foggy but indications are that Congress 
may strip all Federal agencies of their 
power to retain industrial patent rights. 


Another Veterans’ Give-Away Moves Through 
Congress, Cost?? Billions. The so—called Cold 
War G. I. Bill, to provide education for 
Army—Navy—Air Force veterans of the "cold 
war," equal to that given World War II and 
Korean veterans, moves toward final 
enactment. Although now only in the 
Committee hearing stage, S. 349, sponsored 
by a 36 member bi-partisan group of the 
Senate, "to provide readjustment assistance 
to veterans who served in the Armed Forces 
between Jan. 31, 1955 and July 1, 1963," has 
far better than a 50—50 chance of clearing 
the present Session of Congress. Despite 
its patently enormous cost, it has the 
"political appeal" to hurdle any 
Congressional opposition. First-year cost 
may be as high as $750 million, pyramiding 
each year — perhaps to a final total of $3 
billion — $4 billion. In short, it 
guarantees a collge education to all 
service men and women for past seven years, 
plus two more to come. 
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A Special Report by W. E. Greening 


THE CANADIAN ECONOMY TODAY 
aa | —WHERE IS IT HEADED? 





| 
®& Areas of prosperity and depression ... what various basic indicators tell us about 
the current situation and looking to 1961 — in terms of industrial growth — corporate 
profits — consumer buying — and employment 

‘ed > Shifts in export trade — likely impact of the European common market — possibility 

of higher tariffs to protect local industry 

ce & Position and outlook for minerals and metals — natural gas — and hydro-electric 

3 power projects 

es > Extent to which outlook is dependent on international economic and trade develop- 

as | ments — factors upon which an economic plus will depend in the year ahead 

; T may be said that the general business picture 1960 was $36 billions, which represented only a 

in Canada is a very varied one at the present 3 per cent increase over the 1959 figure. 
time. Some industries and regions of the country @ Total capital investments in Canada for the 
are enjoying a fairly high degree of prosperity year 1960 amounted to about 23% of the Gross 
st while other sectors of the national economy are National Product as compared with the record 
depressed. During the past year, the Canadian na- figure of over 27% for the year 1957. 

; tional economy has failed to make the progress that @ There was a decline of capital investment in 
was prophesied by the Canadian Minister of Fi- the year 1960 both in residential construction and 
nance, Donald Fleming, when he introduced the 1960 in business outlay for new plant and equipment. 
Budget in the Canadian Parliament in April of that @ The value of housing construction in Canada 

S, year. declined by about fourteen per cent. 

@ The value of the Gross National Product in @ Construction figures were 10% below 1959. 
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The trend in Canada during the year 1960 was 
for increasing production from existing facilities 
rather than any substantial plant expansion. 


@ Canadian producers were engaged in putting 
existing capacity to work rather than in increasing 
that capacity. 


@ Corporation profits for the year 1960 were 
about 6 to 8% below those for the year 1959. Some 
of the biggest earners were among the Canadian 
base metal firms such as International Nickel, Hud- 
son Bay Mining and Smelting, and Noranda Mines. 


@ Consumer expenditures for the year 1960 only 
showed a small gain over those of the year 1959. 
There was also a change in the character of these 
expenditures with more emphasis placed on the 
purchase of non-durable goods, and the postpone- 
ment of the buying of more*durable goods such as 
automobiles and household appliances pending the 
improvement in general business conditions in 
Canada. 

@ Unemployment during the winter of 1961 
reached the highest figures in Canada since the de- 
pression era of the nineteen thirties with a total of 
700,000 jobless in a country with a population of 
about eighteen millions. But this unemployment was 
largely concentrated in certain industrial areas in 
Eastern Canada and in the province of British 
Columbia on the Pacific Coast. 


The Vagaries of Export Trade 

Export trade which is of vital importance in a 
country with a small population and a high produc- 
tive capacity as Canada, showed a considerable 
improvement in the year 1960, being about 6% 
higher than in the preceding year. Exports in the 
first quarter of 1961 were down from year-ago 
levels, and this is worrying some business observers. 
Canada’s trade deficit narrowed considerably dur- 
ing 1960 dropping from $380 millions in 1959 to 
$100 millions. 


Canadian export trade to the United States 
underwent a decline, being about 3% lower than 
in 1959. This was largely due to the lessened de- 
mand in the United States for certain Canadian 
natural products whose exports to the United States 
have been large in recent years, such as lumber and 
copper. The decision of the American Government 
to discontinue its purchase of Canadian uranium in 
the year 1962 also had a very adverse effect on 
some of the mining communities in Northern On- 
tario and Manitoba which are almost totally depend- 
ent for their prosperity on the sale of this metal. 
The Canadian Government has been trying to find 
substitute markets for its uranium chiefly in the 
United Kingdom but thus far not with complete 
success. 

@ On the other hand, Canadian export trade to 
the United Kingdom and some of the countries 
of Western Europe was at very high level in 1960, 
and this was more than sufficient to offset the 
decline of trade to the United States. Some of the 
important Canadian exports to the United Kingdom 
at the present time include wheat, aluminum, cop- 
per, nickel, newsprint and lumber. Because of this 
development the Canadian Government at the pres- 
ent time is keenly concerned about the possible 
effects on Canadian export trade of the creation of 
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the Common Market trading area on the continent 
of Europe and of the possible entrance into that 
scheme of the United Kingdom. 


At the present time Canada has tariff prefer- 
ences for its exports in the United Kingdom market 
which date back to the period of the nineteen thir- 
ties. But these may be wiped out if the United 
Kingdom enters the Common Market Scheme. In 
the case of the European countries which have 
already entered the Common Markets, such as 
France and West Germany, Canada has more to 
lose from the new Common Markets tariffs which 
this region will adopt against imports from North 
America than it will gain from the ones which may 
be lower under such a scheme. 


Higher Tariffs Ahead 


@iIn the meantime, Canadian export trade in 
some regions of the world in manufactured goods 
continues to suffer from the competition of lower 
cost products in regions of the globe such as Japan. 
Indeed, many observers in Canada say that Cana- 
dian industrial exporters will be forced to lower 
their production costs considerably if they hope to 
compete effectively in certain world markets. 


@ Some Canadian industries, notably textile man- 
ufacturing, have suffered severely from the com- 
petition of lower cost foreign imports particularly 
from the Asiatic countries. They have been asking 
the Canadian Government for increased protection. 
Consequently, during the past few weeks, the Deif- 
enbaker Administration in Ottawa introduced new 
tariff legislation into the Canadian Parliament with 
the aim of preventing the dumping of foreign 
manufactures in the Canadian market. 


Conditions Vary Area by Area 


As we have said, economic conditions in Canada 
vary widely from region to region and from indus- 
try to industry. The development of the rich iron 
ore and other mineral reserves in the wilderness of 
Northern Quebec slackened somewhat in pace dur- 
ing the year 1960 chiefly because of the depressed 
conditions in the steel industry in the United States. 


@ /ron ore shipments from this region of Canada 
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to the United States were lower than in 1959 be- 
cause of this factor, but nevertheless there is a 
great deal of prospecting for new mineral deposits 
in Northern Quebec at the present time. In 1960 
the Quebec Cartier Corporation, a subsidiary of the 
United States Steel Corporation, completed a very 
important iron ore mining project at Lake Jeannine 
in the area to the north of the Gulf of Saint Law- 
rence which will substantially increase the volume 
of iron ore production in Northern Quebec. 


@ Nickel, which is one of Canada’s most impor- 
tant mineral exports, had a good year in 1960 largely 
because of the increased demand for this raw ma- 
terial in British and Western European markets. 
The International Nickel Corporation has almost 
completed, at Thompson in Northern Manitoba, one 
of the largest nickel production operations on the 
face of the globe and this will help to increase sub- 
stantially, Canada’s total nickel production capacity. 


@ In Western Canada in the provinces of Alberta 
and British Columbia, the natural gas industry is 
expanding at a very rapid rate at the present time 
largely because of the opening up of new markets 
for Western Canadian gas through the completion 
of new pipe lines to markets in California and the 
American Pacific Northwest States. Natural gas 
production in Western Canada reached a new record 
high of 535 billion cubic feet valued at $50 million in 
1960—a 25% increase over the 1959 figures. Im- 
portant and rich new natural gas fields are being 
brought into production in Northern Alberta and 
British Columbia at the present time. 


@ The Western Canadian oil industry, on the 
other hand, continues to be in a state of stagnation 
largely because of the failure of the Canadian Gov- 
ernment to find new markets for this product. 


@ In the field of hydro-electric power production, 
vast new projects are now being developed under 
the direction of the Quebec Hydro Corporation along 
the rivers of Northern Quebec and in British Colum- 
bia on the Pacific Coast. The recent ratification by 
the Canadian and the American Governments of the 
new international agreement concerning power de- 
velopment on the Columbia River both on the Cana- 
dian and the American sides of the international 
JUNE 
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boundary, should increase substantially the power 
capacity in Canada’s Pacific Coast province. 

@ The pulp and paper industry which is one of 
the most important in Canada from the standpoint 
of the value of its products and the number of 
employees, enjoyed a good year in 1960. Newsprint 
is Canada’s largest single export to the United 
States. Newsprint production for 1960 was about 5“ 
above the-preceding year and newsprint shipments 
to the U.S. were also above 1959. 


@ On the other side of the picture, however, the 
coal industry which is centered in the Maritime 
provinces on the Atlantic Coast and in Alberta and 
British Columbia in Western Canada, continues to 
be in a seriously depressed condition largely because 
of the increasing competition of lower priced im- 
ports and the gradual shift of railroads in Canada 
from coal to other types of fuel. 


The situation of Canadian agriculture in the 
Prairie provinces of Manitoba, Saskatchewan and 
Alberta where the bulk of Canadian wheat produc- 
tion is located, was greatly aided by the recent deal 
which the Canadian Government made with China 
by which the Canadian Government provided the 
Chinese Government with credits for the purchase 
of wheat and barley to the extent of 167,000 bushels 
of wheat and 46,700,000 bushels of barley at a total 
price of $362,000,000. This deal will dispose of a 
considerable proportion of the Canadian wheat 
surplus whose existence has been a serious prob- 
lem for the Canadian Government during the past 
few years. 


Discouraging U. S. Investors Can Slow Down 
Canada’s Economic Progress 


The question of the future of American invest- 
ment in Canada continues to be a subject of much 
discussion both in national political circles in Ottawa 
and throughout the country as a whole. In December 
1960 the Deifenbaker Administration for the first 
time introduced in the Canadian Parliament a meas- 
ure which was detrimental to American investors in 
Canada by placing a 15% withholding tax on Cana- 
dian dividends going to foreign investors, mostly in 
the United States. The (Please turn to page 392) 
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VARYING INVESTMENT STATUS FOR 


COMPANIES IN NATURAL GAS INDUSTRY 


By JOHN PINTARD 


® How close is industry to end of expansion phase that began in the late 


1930's? 


> Sharply increased research and development designed to intensify sales 
in present markets — and expansion into new fields 
> With regulatory problems still unsolved — pipelines moving into other 


lines — new phases of integration 


> Investment-speculative status for individual companies — those in the 


best position 


ao almost six years of continued confusion 
there are signs that the investor may again 
be able to evaluate prospects for the natural gas 
industry with less uncertainty. A pattern of de- 
cisions is slowly emerging from the regulatory 
benches and seems likely to be generally sustained 
by the courts. Management strategies for operations 
under the new rules and the future status of the 
industry also are becoming more distinct. The pic- 
ture the investor now sees, however, is quite differ- 
ent from that presented by the dynamic, burgeoning 
group of companies that vied for his capital a decade 
ago and which provided, in a short space of time, 
many handsome profits. 
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Cost-of-Service Approach Deemed Unsatisfactory 


Probably the single most important development 
in evaluating the industry is the policy statement 
of last fall by the Federal Power Commission in the 
matter of area pricing for producers. Attached to 
the long awaited Phillips Petroleum Company rate 
decision, this paper, together with language in the 
rate order itself, declared that five years of investi- 
gation had satisfied the Commission that use of a 
utility type cost of service approach was impractical 
for the pricing of natural gas. Using other guide- 
lines the Commission proceeded to outline limits for 
prices in several geographic areas based on existing 
contract prices, costs of finding and developing the 
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- ae —Sarnings Per ene Dividend Per Share Price Price Price 
Yearly Ist Quarter— Indicated a Recent Div. Earnings Range 
1960 1960 1961 1960 1961 t Year Ago Price Yield Ratiot + 1960-1 961 
El Pane isuneced Gus $1.92 $ .60 $ 43 $1.10 $1.30 31 27 4.7% 14.0 305-213 
Mississippi River Fuel 2.30 55 51 1.60 1.60 31 40 4.0 17.3 4034-30 
Northern Natural Gas ......... 1.92 2.20 87 81 1.40 1.40 28 40 3.5 18.1 43 -26%4 
Panhandle Eastern Pipe Line 2.33 3.05 -90 1.01 1.80 1.80 42 43 4.1 14.1 5632-40 
Southern Natural Gas ......... 1.85 2.20 64 71 2.00 2.00 35 46 4.3 20.9 477-33 
Tennessee Gas Transmission 1.28 1.35 27 .30 1.02% 1.12 23 23 4.8 17.0 25-201 
‘ Texas Eastern Transmission. .74 1.04 30 33 70 .80 14 19 4.2 18.2 2034-13 
Texas Gas Transmission ...... 2.33 2.59 77 -68 1.42 1.50 33 35 4.2 13.5 3852-29% =| 
Transcontinental Gas P. L 1.23 1. 18 .33 28 1.003 1 00 20 23 4.3 19.4 25 -1934 
INTEGRATED COMPANIES 
American Natural ee 1 2) 4, 961 1.827 2.142 1.04 1.20 25 39 3.0 19.9 41 -22% 
Arkansas-Lovisiana Gas ...... 1.72 1.61 69 -63 1.00 1.00 33 43 2.3 26.7 4472-294 
Colorado Interstate Gas ...... 1.71 1.96 -80 -81 1.25% 1.25 35 40 3.1 20.4 48 -315 
Columbia Gas System ......... 1.35 1.51 1.412 1.59° 1.02 1.10 19 26 4.2 17.2 278-1834 
| Consolidated Natural Gas .. 3.36 3.19 3.172 3.07- 2.20 2.30 43 56 4.1 17.5 614-42" 
DR III SININIS  ciiceccsnseinssvecssaste 1.20 1.28 1.06 -97 -90 1.00 19 26 3.8 20.3 29 -17% 
| National Fuel Gas ................ 1.74 1.86 1.15 1.04 1.20 1.20 22 27 4.4 14.5 30%*-2158 | 
Oklahoma Natural Gas ....... 1.92 2.16 2.192 2.067 1.28 1.40 27 35 3.8 16.2 365%-24% | 
Peoples Gas Lt. & Coke ....... 3.98 4.28 2.03 2.32 2.37 2.60 63 79 3.2 18.4 85 -54% | 
United Gas Corp. ................. 2.27 2.26 .80 84 1.50 1.50 28 35 42 15.4 39 27% 
RETAIL DISTRIBUTORS } 
Alabama Gas Corp. ............. 1.85 2.45 2.442 2.342 1.60 1.60 28 34 4.7 13.8 3538-27" 
Brooklyn Union Gas ............ 1.67 1.75 1.09 91 1.20 1.20 27 36 3.3 20.5 3934-25 
Loclede Gas Co. ................... 1.10 1.55 1.60° 1.452 97 1.05 22 33 3.1 21.2 34 -18% 
Northern Illinois Gas ........... 1.80 2.04 1.942 2.367 1.15 1.40 34 56 6.0 27.4 57 e-285% 
Pacific Lighting .................... 2.64 3.43 3.03" 3.05* 2.40 2.40 48 56 4.2 16.3 577-465 
Washington Gas Light esate 3.50 3.79 3.902 4.182 2. 32 2.40 47 69 3.4 18.2 7634-452 
+—Based on latest dividend rates. 1 Adjusted for 2% for 1 stock split. 
++—Based on 1960 earnings per share. 2—12 months to 3/31/61. 
*—1Includes revenues collected and 3—Plus stock. 


expenses paid subject to refund. 








Pipe Lines eperetion— ‘with El “Paso is awaiting final ‘decision by segulatory 
I . authorities. 
El Paso’s merger with Pacific Northwest Pipelines is now pretty well 


4 . . ~ - “ . Columbia Gas System, the largest member of the industry, is reorganiz- 
digested. For the first time, however, competition is entering its market, ing its operating subsidiaries to make each subject to regulation in a 
RY while regulatory activity is also being stepped up. single state only. Primarily attractive for income. 

Mississippi River Fuel: this company also has extensive oil interests, Consolidated Natural Gas, a “‘liberated’’ Standard Oil component, has 
provides well-drilling materials and possesses a speculative fillip in its been successful in shifting main supply areas from the Appalachians to 
ownership of 20% of Missouri Pacific R.R. Class A. southern fields, and is collaborating with Mississippi River Fuel in a 
Northern Natural Gos: the company’s cold-weather market area has joint exploration program. 

4 | been reliable but not dynamic. Recently, however, Northern obtained Lone Star Gas, with operations confined to Texas and Oklahoma, ex- 
a 16% interest in one of the new pipe lines invading the Pacific periences scant regulatory difficulties. An active research department is 
Coast, and may be entering a more active phase. promoting new gas uses. Better than average growth prospects. 
Panhandle Eastern has suffered several recent regulatory shocks and has 


ween aa 

















~ , i" gulato National Fuel Gas serves a primarily residential load in a cold-weather 
substantial amounts subject to refund or in litigation. However, the area in western New York and adjoining areas of Pennsylvania and 
$1.80 dividend should be quite secure. The one seventh ownership of Ohio. Offers relatively liberal income. 
National Distillers adds interest. it : . , 
| < . Oklahoma Natural Gas: restriction of operations to a single state sim- 
| Southern Natural Gas: the formerly unprofitable offshore operations are plifies regulation, althou h certain large industrial customers are pro- 
| mow earning money. In its warm-weather area the ultimate market testing higher rates reflecting heavier supply costs. Sales of air 
| must be largely industrial, but gas air-conditioning could become conditioning seaneiet, ~~ gas appliances being pushed. 
important. Cen 2 — =a ae " — Peoples Gas Light, the large Chicago distributor, is strongly entrenched 
rp ee os Been Pane Copeenve, avernD through its control of reserves and one major pipe line system. Although 
many “new” territories. Its proposal to build a second major pipe line first ter (winter) : Ssleadina, another dividend increase 
to southern California is under FPC consideration. psn ot ® ——_ —— en — 
Texas Eastern, owner of the pioneer “Big Inch’’ lines, supplies the United Gas Cor tf 
; . A p.: affected by several adversities recently—heavy dry 
po ge Re o—< — from the Gulf Coast field. Exploration for hole charges, loss of four large industrial customers to competition, and 
ee a sharp reduction by the FPC of rates being collected subject to refund. 
Texas Gas Transmission has greatly improved its formerly adverse load Possesses relatively broad diversification. 
ent factor by the construction of six storage fields, with more to come. 

t Regulatory problems are at a minimum. Retail Distributors 
en Transcontinental Gas P.L.: In a significant Supreme Court decision this . . : 
the company recently lost its application to supply Consolidated Edison. A ane Ges hes lerge industrial load, should experience steady 

50% owned affiliate for the extraction of sulphur from acid gas began 9 E - : . , , . 

to operation last fall. Brooklyn Union, primarily residential, enjoys a steady market, should 

t benefit further if it can promote gas air conditioning. 
ate . Laclede Gas, supplying the St. Louis area, possesses an extensive 
the Integrated Companies underground storage system of value in meeting its peaks at lower cost. 

. American Natural Gas, despite Panhandle’s reluctance to supply it, has Northern Illinois Gas enjoys a favorably balanced and rapidly growing 
sti- recently attained access to several important new fields, including the service area and has just placed its large Troy Grove underground 
fa Canadian. Large underground storage reservoirs are also utilized reservoir in operation. 

; Arkansas-Lovisiana has pushed diversification further than any other Pacific Lighting, moony | supplied by El Paso, is seeking alternate | 
ical gas company. Some activities, like the manufacture of air conditioning sources via T Ges thern California population growth an | 
de- equipment, have a tie-in with gas; others are entirely unrelated. Regu- important plus factor. 

! latory problems are at a minimum. Washington Gas Light has been disappointed in efforts to obtain nearby 
for Colorado Interstate Gas enjoys a particularly strong reserve position. storage facilities. However, service area is ideal: cold in winter, hot | 
ing A proposal to build a new major line to southern California in co- and muggy in summer. Thus, should experience steady growth. 
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fields, and quantity and quality of the gas. Produc- 
ers who are willing to sell at the approved area price 
will have their contracts approved by the Commis- 
sion without further extended hearings. 


At this writing the Commission has conducted one 
hearing on the use of area prices in the Panhandle 
area of Texas and has scheduled another for the 
southern Louisiana fields. While many details re- 
main to be worked out the major producers seem 
willing to try to make this new approach succeed. 
As opposition from some municipalities and politi- 
cally motivated authorities still persists the princi- 
ples will, in all probability, be tested in the courts. 
These contesting groups have put forth no new 
suggestions and are increasingly on the defensive, 
a circumstance which suggests the acceptance of the 
area pricing concept. 


Consumption Gaining on Supply 


Inextricably entwined with the question of pro- 
ducer pricing is that of supply. Thus far adequate 
supplies of gas have been available for expansion 
of the industry, although consumption has been ris- 
ing faster than discoveries. Total proven reserves in 
the United States are about 263.7 trillion cubic feet 
compared with 262.5 trillion for 1959, but drilling 
activity in this country has been at reduced levels 
for several years now, compared with the peak of 
the 1955-56 period. In part this is explained by low 
allowables for oil production and the world over- 
supply of petroleum. In the past three years, how- 
ever, the number of gas wells completed has been 
rising in relation to total wells drilled. On the 
assumption that the price levels proposed by the 
FPC are not changed radically by the courts and 
that future higher costs will be recognized there is 
no reason to expect producers will forcefully curtail 
sales of gas in the future. 

While the supply picture is of basic importance— 
as it will ultimately aid in stabilizing prices—it is 
the transmission and distribution companies that 
are of greater interest to the investing public, as 
few major producers derive a large portion of their 
income from sales of natural gas. The pipelines and 
local retailers, however, are still directly affected by 
producer regulation. 


Further Growth from Intensification of Present Markets 


Last year pipelines and distributors continued 
their expansion, spending about $2.2 billion com- 
pared with $1.7 billion for the previous year. Longer 
term forecasts contemplate a continuation of ex- 
penditures of $2 billion to $214 billion in each of 
the coming several years. While additional pipeline 
facilities are included in this estimate they are 
likely to be less important than in the past. Addi- 
tional expenditures will be directed largely toward 
new and enlarged underground storage facilities, an 
indicated $2 billion over the next ten years, and 
for extending and strengthening local distribution 
systems. 

The gas industry is approaching the end of an 
expansionary phase that began in the late 1930s. 
Today over 21 million residential customers out of 
a potential 25 million heat their homes with gas. 
All major areas of the country now have natural 
gas available. Important future growth must, there- 
fore, come from new home construction, which could 
provide a base for connection of 2% to 3% more 
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Financial Statistics Comparing 





PLANT VALUE (MILLIONS) GROSS $1,649 $592 
Depreciation Reserve 324 135 
I al cea san nteadlachaat 1,325 457 


CAPITAL RATIOS (%) 








Funded Debt to Total Capitalization * 67 55 
Preferred Stock to Total Capitalization 11 12 
Com. Stock & Surplus to Total Capitalization ...... 22 33 


ANALYSIS OF REVENUES (%) 
Natural Gas (Prod., Transmission & Distrib.) ........ 77 97 








Crude Oil Production 10 1 
Oil Products & Other 16 2 
INCOME ACCOUNT (CONSOLIDATED) ...................... 
Gross Revenues (Millions) ...............cccccccccccseessseeeeeeee $504 $188 
Natural Gas & Petroleum Prod. Purchased .......... 189 65 
INN 5 ic cssccsaxasovienssqakssdconcebsescasusvkeebateck 95 35 
IID. css cincncceiisteaonapealictceanbihseashalaitakbuakemnsash 17 4 
Depreciation, Amort., and Depletion ...................... 60 21 
III MN 5c scnncressnccosnssbsnahcasdunaiacnes 13 
BEL (PUNIIINN: IIIID innsscssscesicetesninsauicbannacssooonccane 21 24 
Net Operating Income (after all taxes) ................ 94 30 
VO 56s cepa atskacccusectadpoesedsloninTainstawscabvonsen 95 31 
Gross Income as of a percentage of 
A 5s casas cucinmiasnsbioecocouisbiteadonss 7.3% 6.3% 
IIE sx scatescbiighibnalicciskatastactnacansiesbacsarsestiabons $ 41 $ 8 
RNR faiccnccssunisicousgivcisenssabsnuleaessctiesssiuekcavsatel bees 51 22 
| EXPENSE RATIO (%) 
| Ratio Depreciation to Gross Revenues ................. 12 11 
| Comb. Deprec., Depl. & Maint. to Gross Rev. ........ 15 13 
Development Exp. (Explor. Dry Holes, etc.) .......... 2 
Operating Ratio (Including taxes) ............ccccccseee 81 83 
EARNINGS RATIO 
No. of Times Fixed Ch’ges Earned after Taxes .... 2.3 3.7 
Common Stock—Dividend Payout (%) ............0.0 67 63 
*—Includes bank loans for some companies. 
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customers annually and from development of addi- 
tional gas fired appliances. Sales to new homes seem 
relatively assured as gas still sells at a material 
discount from other fuels in much of the country, 
and is considered worth some premium in more com- 
petitive areas. Incremental sales to current custom- 
ers also are receiving increasing attention from man- 
agement. Active promotion of gas ranges, refriger- 
ators, incinerators and others is aiding the industry 
in holding its position in relation to electric-powered 
devices. Introduction of a broad line of such appli- 
ances by RCA Whirlpool, and more recently the 
Norge division of Borg Warner, has been helpful. 
These companies among others are actively engaged 
in product research to make the units more attrac- 
tive and more efficient. Nonetheless, most gas appli- 
ances still sell at premium prices and further de- 
velopment work is necessary. 


New Uses Being Pushed More Aggressively 


As noted in these columns before, gas air condi- 
tioning remains the most important prospective 
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—— —__—___—_—_—— Pipe Lines ~~ ~ —- : —— Integrated Companies -- 
Pan- Tenn. Texas Texas Trans- Con- 
orthern handle Gas Eastern Gas Continental Amer. Ari Columbi lidated Lone Peoples United Brooklyn Northern 
atural — = Eastern Trans- Trans- Trans- Gas Pipe Natural Louisiana Gas Natural Star Gas Light Gas Union Illinois 
Gas |  Pipe-Line issi issi Line Gas Gas System Gas Gas & Coke Corp. Gas Gas 
$592 | $310 $1,902 $995 $306 $684 $908 $228 $1,355 $833 $441 $836 $922 $217 $317 
135 &f 120 366 198 76 106 164 73 294 211 143 234 307 47 61 
457. = 190 1,536 797 230 578 744 155 1,061 622 298 602 614 170 256 
55 53 57 62 60 65 61 43 55 422 50 55 56 53 47 
12 3 12 15 13 14 12 - . 3 5 — 8 10 
33 44 31 33 27 21 39 45 45 58 47 40 44 39 43 
97 96 65 84 97 100 100 61 98 98 86 99 87 100 100 
1 2 7 12 — — — 4 7 — 5 — — 
2 2 28 4 3 35 2 2 7 1 : _ — 
188 $140 $555 $316 $133 $171 $240 $114 $517 $363 $131 $239 $389 $ % $130 
65 69 257 156 74 73 60 32 233 176 35 59 207 29 55 
35 20 90 39 15 231 54 W 85 78 28 50 711 24 23 
4 5 10 7 2 — é 2 19 10 6 - — 6 4 
a «ff 10 63 37 10 18 26 6 37 20 14 24 28 4 6 
: - 3 — — 1 2 - 9 — _ 
24 12 25 20 9 16 29 1 45 23 1 33 9 7 14 
30 19 91 48 15 34 44 20 71 36 23 42 46 12 19 
31 26 96 49 15 35 46 21 71 40 23 43 46 12 20 
6.3% 9.8% 6.6% 6.6% 7.2% 6.2% 6.7% 13.9% 6.7% 6.0% 8.1% 7.3% 6.7% 7.0% 8.0% 
8g $5 $ 32 $ 25 $ 6 $ 14 $ 15 $ 3 $ 24 $ 10 $ 6 $ 13 $ 16 $ 3 $ 4 
22 21 61 25 9 19 29 16 45 29 17 25 29 9 16 
1 8 i 1 7 10 1 5 7 6 1 10 7 4 5 
13 1 13 14 9 13 6 1 8 15 13 — 9 7 
2 - - 1 1 2 - 
83 86 83 84 88 80 81 82 86 90 82 82 88 88 85 
3.7 5.2 3.0 2.0 2.5 2.3 3.0 5.9 2.9 3.7 3.6 3.2 2.9 4.2 5.4 
63 58 83 76 58 85 61 62 73 72 78 60 oe be 68 
1__Combined operating and maintenance expenses. Includes loans for construction. 
_j PEE AD We a os intel EEE DEE —— 
————$ 
di- device for increasing sales. Arkla-Servel, a subsidi- Work is also being undertaken on development of 
7m ' ary of Arkansas Louisiana Gas Company, remains industrial uses, some of which show exceeding prom- 
ial the prime producer of central air conditioners for ise. Here, however, the cost of gas at the point of 
‘y; residential installations, and this year is introducing use is an important factor in determining the pros- 
m- a broader product line designed to reach previously pects for future sales, and the rise in field prices in 
m- untapped markets. Others in this field are Bryant recent years is limiting the market. 
n- Division of Carrier Corp. and RCA Whirlpool; the oe . 
r- latter is scheduled to field test a new unit this sum- Pipelines Entering More Stable Phase 
ry mer. The belated recognition of the value of the The regulatory picture for the pipeline companies 
ed | air conditioning market as well as the dire conse- also has been somewhat clarified by a number of 
li- | quences of not sharing in it has stimulated many recent rate decisions by the FPC. In about six cases 
he | promotional and sales efforts and the outlook is the Commission has authorized returns of 6.2% to 
ul. | considered quite favorable. 6.5%, but these have been based on a return of 
ed Further recognition of the longer term aspects slightly over 10% to the common equity. The latter 
e of the marketing problem may be seen in the sharply figure compares with equity returns of 13% to 15% 
li- increased research and development budgets in the permitted on thinner equities about ten years ago. 
le- | industry. Totaling only several hundred thousand Thus, despite the commitment by investors of many 
| dollars a few years ago expenditures now aggregate millions of dollars the return permitted, the equity 
$714, million dollars and seem to be still rising. For holder has been substantially reduced. Simultane- 
the most part the money is being spent to encourage ously, however, the future risk has been reduced. 
li- consumer acceptance of the product and to provide It is not anticipated that the overall returns will be 
ve a wider range of devices for placement in the home. reduced below the 614% (Please turn to page 394) 
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WITH TAXES 


MOONSHINE 
WOULD COST YOU 


MOONSHINE 
PRICE 


To What Extent... 


IS RUN-UP IN LIQUORS 
PURELY SEASONAL ? 


PAID 


$4.81 





— With diversification no panacea ... problems of taxes and 
moonshine still unchanged ... what offsetting factors exist in 


increased consumption and future market growth ... 


where 


the individual companies stand today and looking to 1962 


By RALPH COX 


OGETHER with most of the market, the dis- 

tilling stocks have experienced a good run-up 
this year, and several issues are now selling near 
their all-time highs, after moving up 30% or more 
from their 1961 lows. Is this new enthusiasm on 
the investor’s part justified, particularly after years 
of ignoring the industry, or has some of the general 
re-evaluation of share prices merely spilled over into 
the distilling stocks? The price rise cannot be at- 
tributed to a recognition of the growing importance 
of diversification. Companies such as American Dis- 
tilling, Brown-Forman Distillers and Hiram Walker, 
which have shown advances at least as good as the 
entire group, are still liquor companies wtih little 
or no interest in other fields. 

National Distillers & Chemical, the most diversi- 
fied company of the group, has recorded the most 
modest increase in price and currently sells about 
midway between its 1961 high and low. Neither can 
the renewed interest in distilling be attributed to 
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any lessening of the heavy burden of taxes the in- 
dustry must bear. The Federal tax is unchanged, 
and there seems little prospect of early relief. As a 
consequence, moonshine liquor is still abie to under- 
sell the legal product by a wide margin, providing 
formidable competition. On the other hand, con- 
sumption has at least exceeded by a modest amount 
the previous all-time record set back in 1946. 

This fact in itself is not particularly important— 
apparent consumption was only about 114% higher 
than in 1946—but 1960 did mark the third year in 
a row in which consumption increased. As a portent 
of the industry’s future this new record could have 
considerable importance. With this in mind, suppose 
we examine some of the factors likely to influence 
future results for this industry. 


Taxes and Moonshine 


Unfortunately for the distillers, both taxes and 
moonshine are problems that seem likely to be with 
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Statistical Data on Leading Distillers 











-Full Years 
Net Sales 
1959 1960 Net Per Share 


——(Millions)»—— 1959 1960 





Ist Quarter Dividend 


Earned Per Per Share 
Share Indicated Price Range Recent Div. 
1960 1961 1960 1961 1960-61 Price Yield 














2—6 months ended March 31. 

3_Years ended April 30. 

4_6 months ended Oct. 31, 1959 & 1960. 
5__Years ended July 31. 


American Distilling ................... $89.71 $ 93.61 $2.06! $2.381 $1.272 $1.31° $ .85 $1.00 47Va-21'2 47 2.2% 
Brown-Forman Distillers ............. 92.43 101.73 .963 1.183 644 654 40° 40 21 -11% 20 2.0 
Distillers Corp.-Seagrams ........... 731.3° 768.25 3.115 3.255 2.2910 2.3610 1.70 1.70 4158-283 40 4.2 

| National Distillers & Chem. ....... 751.3 722.3 2.23 1.92 54 42 1.20 1.20 352-24 28 4.2 
Publicker Industries .................... 118.3 123.3 d 61 46 4 08 d 08 9 14 - 7% W -- 
Schenley Industries .................... 460.06 381.56 3.076 1.306 .957 1.037 1.005 1.00 3758-197 31 3.2 
Walker (H.)- G. & W. ................ 412.16 440.16 2.766 2.916 1.507 1.597 1.75 1.40 5012-35 50 2.8 
4_Deficit. 1_Years ended Sept. 30. 6__Years ended August 31. 


6 months ended Febr. 28. 
5__Plus stock. 

9__Paid 5% in stock. 

10__9 months ended 9pril 30. 





Rating 
American Distilling BI 
Brown-Forman Bl 
Distillers Corp.-Seagrams B2 
National Distillers B4 


Company Ratings 


Rating 
Publicker Inds. D4 
Schenley Inds. c3 
Walker (H.)-G.aW. Al 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 








1—Improved earnings trend. 
2—-Sustained earnings trend. 


3—arnings up from lows. 
4— Lower earnings trend. 











the industry for some time to come. Distilled liquor 
3 probably the most heavily taxed product manu- 
factured in this country. The $10.50 per proof gallon 
tax exceeds the distillers’ wholesale price by a wide 
nargin and with the addition of state taxes com- 
rises more than half the retail price of the product. 
Che industry has the unwelcome distinction of being 
one of the largest contributors to the Federal Treas- 
iry. Its contribution would be even higher were it 
not that these top heavy tax payments sharply 
limit the consumption of legal spirits and encourage 
the production of moonshine. 

Illegal production is no simple matter of a few 
picturesque hillbillies cooking up a batch of home 
brew in a remote mountain glen. The industry esti- 
mates that moonshine accounts for 20-25% of all 
liquor consumed. If the legal distillers could only 
capture any sizable portion of these approximately 
60 million gallons, the effect on earnings would be 
dramatic, as there is plenty of unused capacity in 
the industry. 

Presently there seems little prospect of any reduc- 
tion in the Federal excise tax despite the industry’s 
contention that reduction would increase Federal 
revenues by lowering retail prices sufficiently to 
shift consumption from tax-free moonshine to legal 
liquor. A more likely avenue of relief and one the 
industry is clamoring for with considerable justifi- 
cation is better enforcement of the liquor laws. The 
addition of a few more “revenuers” should repay 
many times over their added cost. The Treasury is 
well aware that money spent on enforcement is an 
investment that provides an excellent return. With 
the prospect of ever-rising Federal budgets, it seems 
reasonable to expect the Government to maximize its 
revenue from existing taxes in order to lessen the 
need for new levies. Should it do so, both the indus- 
try and the Bureau of Internal Revenue will benefit. 
All in all there is justification for some encourage- 
ment on this point, although illegal competition is 
not apt to be eliminated completely as long as the 
present level of taxation remains. 
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Diversification No Panacea 


A few years ago diversification appeared a logical 
step for the liquor companies to take. Capacity was 
more than adequate, consumption over any extended 
period of -time could hardly be expected to grow 
much faster than the population, and production and 
marketing were hedged with myriad restrictions and 
regulations. Clearly the distilling companies, if they 
wished for anything more than average growth, 
would have to look to new fields. And they did so. 
National Distillers & Chemical entered the chemical 
and rare metals industries, Distiller Corporation- 
Seagrams devoted some of its capital to the ex- 
ploration for and production of oil and gas, and 
Schenley began the manufacture of ethical and pro- 
prietary pharmaceuticals among other activities. 

Results thus far at least provide reason to ques- 
tion the wisdom of some of these decisions. The 
expected growth from diversified activities has 
failed to materialize. Distillers-Seagrams’ oil and 
gas operations have never contributed more than 
a few cents to per share earnings in any one year. 
National Distillers’ chemical and metals business 
has grown to an impressive size but so have the 
number of shares outstanding. During 1959 and 
1960 lower chemical earnings, which offset excellent 
gains on the part of the beverage division, depressed 
overall results. Schenley sold its ethical drug busi- 
ness to Rexall last year, apparently concluding it 
had more to gain from the ownership of 120,000 
Rexall shares than from operation of the division 
itself. American Distilling and Hiram Walker, on 
the other hand, have stuck to the liquor business 
with highly gratifying results. 

There remains, of course, the possibility that one 
or more of these newer activities might develop into 
a real money-maker. Seagrams could bring in an 
important new oil or gas field. Better prices or new 
markets for National Distillers’ chemicals would 
increase the division’s contribution to earnings, and 
Schenley’s interest in Rexall and Pabst should grow 
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in value over the years. Currently, however, diversi- 
fication represents more of a potential plus factor 
for the future than a present determinant of 
earnings. 

Blends vs. Straights 


While total consumption of distilled spirits has 
been relatively static during the postwar years, 
shifting consumer preferences have brought a major 
change in the types of liquor sold. Whiskey ac- 
counts for the bulk of hard liquor consumption in 
this country. Before the war, straight whiskey was 
the most popular type, with blended whiskey repre- 
senting less than 40% of domestic output. In order 
to stretch short wartime supplies the industry in- 
creased its output of blends until in 1946 they 
reached a high of 88% of total bottlings. Subse- 
quently, drinkers reasserted a preference for straight 
and bonded whiskey. Last year the blends accounted 
for only 51% of bottlings and this percentage fell 
to less than half of the total during the first three 
months of 1961. Bonded and straight whiskeys grew 
in popularity, with bottlings of straights rising 
six-fold from 10 million gallons in 1956 to almost 
62 million in 1960 while bonded whiskey output grew 
from 7.7 million gallons in 1946 to a high of 14 
million in 1953 before it declined to last year’s 9.4 
million. 


Growing Popularity of Imports 


People have been drinking more imported liquor 
in recent years. Imports of foreign liquors, largely 
Scotch and Canadian whiskey, doubled during the 
past decade while consumption of gin also showed 
a good advance. Vodka scored a phenomenal in- 
crease in popularity with bottlings growing from 
less than 400,000 gallons in 1950 to more than 19 
million last year. Recently several distillers mar- 
keted 86 proof bourbons in response to a trend away 
from the heavier, more expensive bonded bourbon 
toward lighter whiskeys. 

All of these changes have had their effects on the 
fortunes of the different distillers. American Dis- 
tilling and National Distillers saw their beverage 
sales grow as preference shifted towards the straight 
and bonded whiskeys in which they specialized. Dis- 
tillers-Seagrams’ progress, on the other hand, was 
retarded by the company’s concentration on blends. 
Hiram Walker’s well established position in Scotch 
and Canadian whiskeys allowed steady year-to-year 
growth. 

Future Growth Ahead 


There seems good reason to expect the distilling 
industry to do better over the next few years than 
it has in the past. The static record of over-all con- 
sumption may be attributed largely to the pattern 
of the birth rate. During the postwar years the num- 
ber of young adults—those between the ages of 
roughly 21 and 49—changed only moderately, re- 
flecting the low birthrate of the 1930’s. Soon, how- 
ever, the “war babies” born during the early 1940’s 
will reach the age for legal consumption of liquor. 
Some of the growth already experienced in such 
fields as baby foods and textbook publishing should 
become apparent in distilling. Recognition of this 
factor might well explain, in part at least, the more 
favorable appraisal afforded the liquor stocks in 
recent months. 

In spite of the recent interest in the industry, 
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most of the stocks still appear fairly priced in terms 
of today’s market when related to recent and pros- 
pective near-term earnings. Distillers-Seagrams and 
National Distillers provide moderately liberal yields 
Let us now turn to a discussion of some of the lead- 
ing listed companies. 

The Individual Companies 


National Distillers & Chemical is in the process 
of changing from a liquor company with a heavy 
stake in chemicals to a chemical company with an 
important position in distilling. Last year’s operat- 
ing earnings were divided 79% liquor and 21% 
chemicals with the latter’s share down from 37% 
in 1959 because of lower prices. As the company 
intends to concentrate future capital investment in 
chemical facilities, this division should in time out- 
weigh the beverage business in importance. 

Presently National is the second largest producer 
of polyethylene and the largest producer of indus- 
trial ethyl alcohol. The company also has an im- 
portant position in heavy chemicals and recently 
entered the fertilizer field through two acquisitions. 
National’s Kordite division is a leading converter of 
plastic packaging materials. A 60% interest in Re- 
active Metals provides a stake in rare metals. On 
June 14, stockholders will vote on the proposed 
merger with Bridgeport Brass. 

The beverage division produces and imports a 
full line of spirits including several of the best sell- 
ing brands. Concentration on straights and bourbons 
enabled beverage operations to show excellent prog- 
ress in recent years. Further gains should be re- 
corded in the future. 

Eventually, National may come to be regarded as 
primarily a chemical rather than a liquor company. 
At such time its shares could well sell at a substan- 
tially higher multiple of earnings. 

Hiram Walker-Gooderham & Worts operates dis- 
tilleries in the United States, Canada, Scotland and 
Argentina. The bulk of sales are made in the U.S. 
market although the company does a world-wide 
business. Walker has not diversified into other fields. 

Canadian Club, Ambassador, Old Smuggler, Bal- 
lantine’s and Imperial are among the company’s 
leading brands of whiskey. In addition, Walker mar- 
kets a line of gins, cordials, vodka, brandy, and 
rum. 

A modest but steady year-to-year growth in earn- 
ings has been reflected in the market price of the 
company’s shares. Continuation of past progress 
may reasonably be expected from this well man- 
aged, conservative company. 

Distillers Corporation-Seagrams, Ltd. is the larg- 
est distiller. Joseph E. Seagrams, the company’s 
U.S. subsidiary, accounts for about 90% of sales 
and half of earnings. The balance of earnings is 
derived from Canadian and world-wide sales. Sea- 
grams produces and imports a complete line of spir- 
its with emphasis on blended whiskeys. The shift 
in consumer preference away from blends is in large 
part responsible for the company’s rather static 
sales and earnings record. 

Diversification into oil and gas exploration has 
resulted in the discovery or acquisition of a number 
of producing wells, but thus far their contribution 
to earnings has been minor. At July 31, 1960, Sea- 
grams carried its investment in oil and gas at $23.9 
million. Management has stated that it expects 
ultimately to recover its (Please turn to page 397) 
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Revolution in Retailing ... 









| 


AS HUGE VARIETY CHAIN 
INVADES DISCOUNT FIELD 


& As Weoc!worth strikes out boldly to challenge competition 

& While ciner variety chains try new retailing methods — everything from credit to 
blue stamps at the “Five and Ten” 

®& Broad expansion for Woolworth — its position at home and abroad ... 
where further growth is likely ... 


OOLWORTH stock has for years been one of 
| the more sedate among the 30 elite issues that 
make up the Dow-Jones Industrial Average. How- 
ever, on the historic day when the Average closed 
it above 700, for the first time Woolworth stepped 
uut of character to give the Average a real boost. 
| The 63% point advance of the variety chain alone 
idded a little over two points to the familiar stock 
ndex. 

The occasion was President Kirkwood’s announce- 
ment that Woolworth will set up a chain of discount 
| stores that will be “the biggest discount house this 

country will ever see”. 





An Entirely New Approach 
The statement rings with authority, and the ap- 
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By EDWIN CAREY 


companies 
where position is still speculative 


proach is clearly different from that of any other 
variety chain. Some chains such as H. L. Green 
have already, to be sure, converted a few relatively 
unprofitable downtown “Five & Tens” into discount 
stores on a purely experimental basis. Woolworth, 
however, has set up a program that is far from 
experimental; it is definite in its goal for a nation- 
wide discount chain. The operation will be kept 
entirely separate from the variety chain and will 
have a new name. The plan does not include con- 
version of any existing variety stores. 

There is little doubt concerning the ability of 
this giant chain to enter the discount field in a big 
way. It is perhaps significant that on the day the 
Woolworth announcement was made Korvette stock 
sold off, losing nearly 414% of its value before the 
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day’s trading was over. As noted below, Woolworth, 
if it should so choose, could call upon a huge source 
of cash for this project. 

It will, of course, require several years to set up 
a discount chain of this magnitude. Few details 
regarding the program have as yet been revealed, 
but it is known that the first store is scheduled for 
completion in 1961. Undoubtedly a larger number 
will follow in 1962, the average store to cover round- 
ly 60,000 square feet, about twice as large as the 
new Woolworth stores. 

Some question naturally arises concerning the 
various methods of financing available to the com- 
pany. It is of interest that if the sale-and-lease-back 
route is taken, a number of stores could be set up 
with cash at hand. Many investors, especially shop- 
ping center developers, would be delighted at the 
opportunity to purchase a new Woolworth discount 
store and lease it back to Woolworth. The proceeds 
of the sale would then be used for inventory and to 
set up another store. The company’s plan to lease 
some departments to concessionaires could also 
minimize the inventory burden. President Kirkwood 
indicated that appliance and shoe department would 
probably be leased out. (The appliance end accounts 
for 60% or more of sales of many discount houses.) 
With such an arrangement the invested capital per 
store can be kept relatively low, but the return on 
capital from lease could still be rewarding. 


Huge Source of Cash Available 


However, Woolworth is not strapped for capital. 
At the end of 1960 the huge chain, which controls 
some 3,500 stores both here and abroad, had $61 
million in cash, possibly $20 million above operating 
needs. Retained earnings and depreciation generated 
cash of close to $46 million in 1960, even after a non- 
recurring $4.1 million write-off of expropriated 
Cuban assets, from which capital expenditures re- 
quired $42.6 million. Kirkwood indicated that the 
program for discount houses will be financed intern- 
ally for the present, but he did not rule out the 
eventual possibility of outside financing. 

Woolworth could also readily raise a substantial 
sum without borrowing if it chose to sell just part 
of its 52.7% interest in F. W. Woolworth Ltd. of 
England. This investment is worth some $850 mil- 
lion in the British market, or about $90 per domestic 
share. Recently a story appeared in the London 
publication, Stock Exchange Gazette, suggesting 
that a public distribution of this stock is a near- 
term possibility, but this was denied by the Wool- 
worth management. 

In the United States, Woolworth stock, despite its 
recent advance, sells for no more than the per- 
share value of this single investment. Thus, the en- 
tire American operation of some 2,075 stores, which 
contribute roundly one half of the company’s earn- 
ings, as well as a profitable German operation and 
stores in other countries are in effect thrown in 
free when the investor buys F. W. Woolworth. 

It is true that between 1950 and 1957 the Amer- 
ican stores have grown at a much slower rate than 
the British chain. However, this situation seems to 
have changed. In 1959 and 1960 domestic stores 
were expanded aggressively. British Woolworth, 
which during World War II had declined to a rel- 
atively small operation with net before taxes of 
typically less than 6.0 million pounds, may have 
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completed its reconstruction (to a 1960 pre-tax net 
of 31 million pounds), and is now reaching maturity. 


Could British Investment Earn More at Home? 


The American company’s share of British Wool. | 


worth earnings amounted to $21.4 million in 1960, 
from which $14.2 million in dividends was collected. 
But at the end of 1960 this investment was valued 
in the London market at a staggering $845.4 million. 


This indicates an earnings appraisal of some 4() 
times after a 53% tax rate—a ratio that, for « | 


retailing operation, is far out of line by American 
standards. It is extremely doubtful that Woolwort! 
could get anywhere near current market prices i- 
it decided to sell its entire holdings in the Britist 
company at one fell swoop. However, the divest 
ment might be feasible over a period of years anc 
if the proceeds were reinvested in the new discoun’ 
operation at a 5% return on capital, a minimun 
expectation for discount stores, this would even 
tually add some $42 million ($4.30 per share) to 
Woolworth earnings, in place of the $21.4 million 
equity in last year’s earnings of the British sub 
sidiary. (These earnings were consolidated for th« 
first time in 1960.) This would represent a net in 
crease of somewhat over $2.00 per share in re 
ported earnings, or a gain over 1960 results of abou 


RPM Shei 


45%. This would, of course, take several years to | 


achieve, but the possibilities add a potential growt} 
element to Woolworth that is not apparent in the 
variety chain as presently set up. If such a pla 
is behind the venture to establish “the nation’s 
largest discount house’, management has _ beer 
careful not to tip its hand. Needless to say, this 
potential makes Woolworth rather intriguing. 


Discount Houses Will Not Detract From 
Plans to Expand Variety Stores 


It is of special interest that Woolworth has no 
plans to cut back the stepped-up program to add 
variety stores. In 1960 capital expenditures totaled 
$42.6 million, the highest in six years, as the com- 
pany opened 133 new stores in the U.S. President 
Kirwood says that no slow-down in this program 
is contemplated and that about the same number of 
variety stores will be opened in 1961 as in 1960. 


Other Variety Chains Stress Ready-To-Wear 

Practically all new variety stores are now being 
located in shopping centers, and the store managers 
are finding that ready-to-wear centers in the “Five 
& Ten” are surprisingly popular. This is especially 
true in the case of children’s wear, but many other 
types of clothing are also beginning to be sold. 

Kresge has a newly established policy to greatly 
emphasize ready-to-wear. The introduction of a 
house dress for $1.00 was met with instant success 
since, believe it or not, this dress was “offered in 
pleasing colors and styled to good taste”. Such is 
the advantage of mass production and large-quan- 
tity buying of a single item. Following this entry 
Kresge broadened the line to include blouses, sweat- 
ers, jackets, suits, bathing suits, and coats. Smart, 
stylish clothes were advertised at the most econo- 
mical prices anywhere. This, of course, is already 
a form of ready-to-wear discounting, and such mer- 
chandise may become more and more important in 
the total retail picture. In getting away from the 
“Five & Ten” concept it is of interest that in 1957 
Kresge sold one type of rain coat for $2.95, while 
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>» W. 1. Grant has substantially expanded its position in the general mer- 
{ chandising field in recent years and has aggressively expanded its 
junior department stores in suburban shopping centers. The broadening 
of merchandising lines and recent introduction of trading stamps enhances 
longer term outlook. Bl 

H. L. Green—Proposed affiliation with McCrory Stores to be voted on 
shortly. McCrory management is regarded as aggressive and the merger 
is expected to be beneficial. 

$.S. Kresge Co. is adding new stores in favorable locations and is 
emphasizing self-service, enlargng merchandising lines and has _ intro- 
duced credit sales. It also plans to enter the discount merchandising 
t| field. Yield is good. B2 ‘ 

S. H. Kress: Recent change of policy and expansion program may 
reverse the downward trend of recent years but sufficient time will be 
required for worthwhile sales and earnings improvement. This issue has 
become quite speculative. C3 


| 
Leading Variety Store Chains 
Seles + 
1959 1960 —__—— Ist 4 Months 
Net Earnings Net Earnings To April 30 Indicated Recent Div. Price Range 
Sales Per Sales Per 1960 1961 1961 Price Yield 1960-61 
—(Mil.— Share —(Mil.)— Share ——(Millions)—— Div. * 
NI Oe eaciniencicaernceeernntemimnceen $478.0 $2.06 $512.6 $1.50 $130.5 $135.7 $1.20 29 4.1% 39%-22 
RN A Mii acchenasncecsntnasanencninehdibonononennn 133.3 1.49 128.1 59 23.53 21.4% 2 29 —_ 32\%4-187% 
RNIN, A is, Sacanassucasesnccicinssonssscacoraoien 404.9 2.30 418.2 2.02 115.0 115.0 1.60 32 5.0 3454-275 
Re, Ga RD GR. cv csccsescnssesmnctiesncises 154.4 .80 144.5 19 41.8 38.9 = 21 — 3412-19% 
NN vscsisssensrsacsccernnecccaseion 171.51 611 232.01 581 31.33 32.7 .80 22 3.6 2434-12 
PI GIs Toad GU. cnsinsnicncicencssereceesins 238.8 4.44 245.5 3.46 66.2 65.6 2.30 50 4.6 5334-47 
Neisner Bros. ............ iin 69.7 82 73.4 18 20.3 20.2 .40 13 3.0 14%- 934 
PRI TB. BOG. scsccnssscscecsscccscensee 238.0 3.32 265.8 2.42 69.7 67.6 2.00 46 4.3 4634-3614 
Woolworth (F. W.) ....0......cscorscsssecscees 986.2 4.98 1,035.3 4.84 292.6 282.6 2.50 81 3.0 75 -59 
*—Based on latest dividend rates. =—No 1961 dividend announcement yet. 
+—First quarter earnings are not available. Subject to terms of merger into McCrory Corp. 
1__Formerly McCrory-McClellan Stores. 33 months to March 31. 


McCrory Corp. is expansion-minded and H. L. Green and Lerner Stores 
acquisitions are likely to create a diversified retail merchandising busi- 
ness. Earnings will have to rise substantially to justify present price. C2 


G. C. Murphy through expansion and acquisitions is expected to attain 
greater sales and earnings over the longer term. Offers a fair yield. 
Satisfactory margins should be achieved. 


Neisner Bros.: Operates a moderate size chain mostly in the mid-West. 
Has embarked on store building program, in an effort to restore profit- 
margins. C2 


Newberry, J. J.: Small acquisitions have helped to expand chain. Com- 
pany moving ahead building shopping center stores. Earnings should 
improve over the $2.42 in 1960. B2 

Woolworth (F.W.): New plans for discount chain and expansion of 
variety stores promise increased volume over next few years. Large 
British and foreign holdings add to attractiveness. Al 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


recent 








3-—Earnings up from the lows. 
4—Lower earnings trend. 


1—Improved earnings trend. 
Sustained earnings trend. 

















in 1960 a wide range of rain coats were offered 
and $100,000 worth sold in the $8.88 price bracket 
ilone. The introduction of credit is also helping to 
promote higher priced items. 

W. T. Grant has probably made the most dra- 
matic change in its variety store operation. All 
new outlets are really junior department stores 
rather than variety stores, and about one half of 
total sales now derive from apparel compared with 
an average of 25% for variety chains. Some 45% 
of sales are from shopping center stores, vs. 26% 
as recently as 1957. As a further means to pro- 
mote sales, Grant is building up a catalog business 
and is expanding credit sales, which are now a 
high 12%. 


The Individual Companies: W. T. Grant 


W. T. Grant (29). The program just described for 
setting up junior department stores has been costly, 
and earnings will probably continue to be depressed 
from new stores openings and starting-up costs. 
During the year ended January 31, 1961, earnings 
dropped to $1.50 per share from a record high of 
$2.06 in 1959. As far back as 1954 earnings per 
share were $1.68; in 1955 they were $1.86; and 
in 1956 $1.68 again. But sales over the period have 
increased from the $350 million level to somewhat 
more than $500 million. Of the company’s 864 stores 
320 are at least partially self-service. 


The new minimum wage will raise clerical costs 
of virtually all variety chains, affecting especially 
stores in the South and in rural areas, and Grant 
among others is taking steps to offset this sudden 
cost increase. Use of self-service will undoutedly 
become even more the vogue of the day. 

JUNE 


57, 196% 


Grant’s stores are located largely in New York, 
Pennsylvania, Massachusetts, New Jersey, Ohio, 
and California where going wages are already very 
close to, if not higher than, the new minimum, sug- 
gesting that the impact of the new law may not 
be sharp. 

In 1960, 78 new stores were opened, 77 in shop- 
ping centers. The company plans to add between 
70 and 90 per year over the next few years. Both 
credit and catalog operations are to be pursued, 
and the company has even added trading stamps as 
a further effort to increase sales. In time earnings 
should also benefit, but meanwhile the amply 
covered dividend of $1.20 provides a better than 4% 
yield to the patient investor. 


McCrory Deal Makes H. L. Green 
An Interesting Speculation 


H. L. Green (29). On June 20, 1961, stockholders 
will vote on a proposed affiliation with McCrory 
whereby Green stockholders will receive $20 face 
amount of an issue of 414% preferred stock plus 
warrants good for 15 years to buy 11% common 
shares of McCrory at $20 per share. McCrory was 
recently trading at 23. This would put an imme- 
diate exercisable value of 414 on the warrants and 
establish a total current value of 2414 for the pack- 
age offered for one H. L. Green common share. 
While this would seem to indicate that the Green 
stock is currently fully-priced, the value of the 
package offered would naturally fluctuate with the 
quotations on McCrory. The actual worth of the 
package is higher, however, if added recognition 
is given the 15-year call on McCrory stock; in other 
words the warrants (Please turn to page 396) 
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Cross-Currents 

The stock groups performing 
better than the market at this 
time are principally aluminum, 
chemicals, drugs, small-loan 
stocks, food brands, metal fabri- 
cating, office equipment, publish- 
ing, rail equipment, bank stocks, 
casualty insurance, steels, mail 
order and variety chains in the 
retailing groups, shoes and soft 
drinks. Groups currently lagging 
include automobiles, building ma- 
terials, copper, machinery, paper 
and tires. In broad terms, stocks 
in the capital-goods field are now 
in better demand than those in 
consumer goods. This is under- 
standable, since heavy industry 





ror PROFIT ann INCOME 


demand at this writing include 
Allied Chemical, American Brake 
Shoe, American Potash, Bayuk 
Cigar, Beneficial Finance, Calu- 
met & Helca, Coca Cola Bottling 
of N. Y., Corn Products, Fair- 
mont, Florida Power & Light, 
General Public Service, General 
Tire, Genesco, Granite City Steel, 
Kellogg, Mead Corp., Monsanto 
Chemical, National Steel, North 
American Car, Plymouth Oil, 
Sears Roebuck, Hiram Walker and 
Zenith Radio. 


Lagging 
Issues performing relatively 
poorly as of this writing include 











the following: General Dynamics, 
KLM Airlines, Collins Radio, 
Kroger, Bendix, Bush Terminal, 
Universal Match, Chain Belt, 
Columbia Pictures, Daystrom, 
Franklin Stores, International 
Salt, Joy Mfg., Outboard Marine, 
Kimberly-Clark, Penick & Ford, 
Royal Dutch, Bobbie Brooks, Bax- 
ter Laboratories, Swift and Wind- 
sor Industries. 


Dividends 

As suggested by the rise in 
new orders for durable goods for 
three months through April and 
by the 3-point April rebound in 
the index of industrial production, 
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has been depressed and will bene- INCREASES SHOWN IN RECENT EARNINGS REPORTS 
fit markedly from the business 
revival now firmiy under way. 7 ape 
Again in broad terms, low-priced ORI cosecciksccccesotsnsoceeseccsssecnsass 9 mos. Mar. 31 $2.10 $1.65 
speculative stocks are showing Mertirarnel Gl PrOGects .........:.cscccsccseccecsccsseesss Quar. Mar. 31 16 .07 
more current strength than in- INEM 55 ihshancesnadiadesnsossagcpabestnastanbieds Quar. Mar. 31 82 56 
vestment-grade income stocks. Southern National Gas vessesseseeeee 12 mos. Mar. 31 71 64 
This is not to the good, since in- SN IED «cscs ainecndvenpbseasataanscosnbessieasen Quar. Mar. 31 1.23 1.16 
ferior market leadership implies RPO en ERD GR CNS sicicsasencccesecseseccctencnsoesisesiis Quar. Mar. 31 71 55 
deterioration in the technical] po- I IID GRID info ess ctschasicinannsaraconeniccones 9 mos. Apr. 30 1.94 43 
sition. I MN by 5 cc sace ehscends Souci iteacessimceccaues Quar. Mar. 31 1.15 1.03 
I) NINE: Ml occ ssc cancceosccsdeasscabcctans Quar. Mar. 31 Pr *.51 
Strong Stocks IN MIN icici isis etre Quar. Mar. 31 1.06 81 
Stocks reflecting above-average 
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the recovery in business activity 
could be faster than had been ex- 
pected. But any rise in dividends 
will be slow. As usual, payments 
were maintained at peak rates 
through the recession by most 
companies. Hence, there will be 
no strong general tendency to 
raise them until earnings permit 
it without significant liberaliza- 
tion of pre-recession payout ra- 
tos. For industrials, the latter in 
recent years ranged around 55%- 
55%. In numerical terms of ac- 
on by individual companies, the 
ews remained moderately un- 
ivorable through May, with ex- 
‘as or increases in 90 instances, 
against 113 a year ago; and re- 
uctions or omissions totalling 
58, compared with 30 in May of 
last year. These comparisons 
should shift to the favorable side 
Lefore autumn, and total cash 
payments should be moderately 
:«bove the year-ago level in the 
‘ourth quarter. 


~~ |e 


1959 or in the first half of 1960: 
Columbia Broadcasting System, 
Eastman Kodak, General Mills, 
Radio Corp., Lily-Tulip Cup, 
Merck, Minneapolis-Honeywell, 
Owens-Corning Fiberglas, Motor- 
ola, Owens-Illinois Glass, and 
Parke, Davis. These are under 
highs reached in 1958: American 
Can, Continental Can, First Na- 
tional Stores and Schenley. Two 
which have not equalled their 
1957 tops are Burroughs Corp. 
and National Lead. Old 1955 highs 
still stand for American Radiator 
and Chrysler; and old 1951 highs 
stand for American Viscose, Cela- 
nese, United Fruit and National 
Distillers & Chemical attained 
in the latter instance before 
chemicals got into the business 
and the corporate name. 





Good Showing 
Under new managament poli- 


cies, the old Singer Manufactur- 
ing Co., world leader in sewing 


pected, the stock has had a big 
rise; but around 99 at this time, 
in the vicinity of 20 times earn- 
ings, the valuation is closely in 
line with that for the industrial 
average, whereas the earnings 
trend is better than average. The 
issue is not cheap, yet has a basis 
for further rise. 


Sorry Showing 


In the fiscal year ended Febru- 
ary 1, profit of Montgomery Ward 
was down sharply to $1.07 a 
share, the poorest showing in 
many years, and little above the 
$1.00 dividend rate, which has 
previously been cut from a long- 
maintained $2.00. The former 
Avery management was criticized 
for avoiding expansion and build- 
ing up huge cash holdings while 
waiting vainly for years for the 
big depression that Mr. Avery 
anticipated. Now the bulk of the 
cash has been employed in ex- 
pansion and the present manage- 


Mixed machines, is making impressive ment is being criticized by share- 
progress, despite intense competi- holders for the extremely disap- 

Despite the record level attain- tion both in its extensive foreign pointing results to date. A “mod- 
ed by the industrial average, markets and from imports. It in- est” gain is officially expected this 


nany stocks remain far under 
‘arlier highs. They are in many 
cases simply issues in cyclical 
stock groups which were hit hard- 
er-than-average by the recession 
and which still have substantial 
ortions of their recoveries ahead. 


creased its share of the U. S. 
market last year and also gained 
in foreign sales. Operating effi- 
ciency has been improved and new 
fines have been added, including 
vacuum cleaners, electric waxers 
and small electric tools. Since the 











year. As stated before, we would 
rather not own this stock, even 
though the worst may have been 
seen and the stock, around 29, 
could have some long-pull recov- 
ery possibilities. 
































nics, Some examples are automobiles company owns over 1,760 retail] 4 Growth Speculation 
Adio, ind parts, building materials, stores, heretofore featuring sew- Zale Jewelry Co. operates the 
inal, coppers, chemicals, machinery, ing machines, diversification largest U. S. chain of jewelry 
Belt, railroad equipment, steel and along these lines is logical. Profit stores. It maintains buying offices 
om, tires. But there are other stocks was a record $4.44 a share last in leading foreign diamond cen- 
onal in which more than cyclical fac- year, against 1959’s $4.12, both ters. There are over 200 stores 
rine, tors are involved in extended lags figures before non-recurring in- in more than 30 states, with 
‘ord, behind the market. These invite come. Despite the U. S. business around 40 added in the last year 
Bax- at least close re-examination by recession, it showed a _ year-to- and the greatest number in Texas. 
ind- holders, and a show-me attitude year gain of 14.6% to $1.51 a This rapid expansion, both inter- 
by those considering purchases. share in the 1961 first quarter. nal and by acquisitions, costs 
Some are prominent. While this is a ree gpl ph money in excess of initial gains 
‘ period, full-year profit could read- from it. So, in the fiscal year 
oom RE Sh NY ily reach $5.00 or more a share. ended March 31, profit eased to 
| for Approaching mid-1961, the fol- At $2.60 last year, against 1959’s $1.81 a share, from a record $1.96 
and lowing well-know stocks are un- $2.20, the dividend rate could be on slightly fewer outstanding 
d in der highs recorded either in late raised again. As would be ex- shares in the prior year, at which 
‘ion, time net had more than doubled 
since 1953. Some gain seems likely 
DECREASES SHOWN IN RECENT EARNINGS REPORTS this year, longer-range potentials 
1961 1960 promising. Dividends are at a 
SII: MINE oss snanccsuduasosssacapasiciamelidesenvsacsocsse Quar. Mar. 31 $22 $ .50 $1.00 ¥ rate. Around 37 on the 
General Dynamics Corp. o..........cccccccccceeeeeeeeee Quar. Mar. 31 .42 .62 American Exchange, the stock = 
Ee a Quar. Mar. 31 08 32 believed to be reasonably priced 
I ac hae uot AG, caccnsleschaenseaianieese Quar. Mar. 31 .22 35 in relation to growth possibilities 
; Anchor Hocking Glass. .................:cccccccsssssossees Quar. Mar. 31 .37 .60 —as such possibilities are rated 
Piper Airrraft Corn. ........cc.ccccccsscssssesssscessseee 6 mos. Mar. 31 53 1.77 in today’s markets. 
Bigelow-Sanford ........... = ba .... Quar. Apr. 1 29 36 
I I os sncocsucaibucesnsnsasonsennhanssony Quar. Mar. 31 .23 .90 Harvester 
ae Quer. Mar. 31 40 54 International Harvester is one 
Timken Roller Bearing ...........c..cc:sssssesseeseenees Quar. Mar. 31 .38 1.79 of the major U. S. manufacturing 
SEER = (Please turn to page 398) 
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Business 
Trend 
Forecaster 


INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories. 
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* Latest figures are preliminary. 


W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 


(a)—Computed from &. W. Dodge 


data. 


(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
ean only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


In the second quarter, strength has continued to 
characterize the component series of the Trend 
Forecaster. In the latest period for which figures 
are now available, stock prices, durable goods orders, 
average hours worked and raw industrial commodity 
prices were in a clear uptrend. Three other series— 
new incorporations, business failures and housing 
starts—have been behaving inconclusively while 
only nonresidential construction contracts are de- 
clining. 

The Relative Strength Measurement has contin- 
ued to advance, and is now in a clear positive range 
—in the neighborhood of plus 2. Since late 1960, the 
Relative Strength Measurement has been in an un- 
interrupted rise. It crossed from negative to positive 
ground in February, which is likely to turn out to 
have been the trough month of the 1960-1961 re- 
cession, just as it crossed zero in April 1958, the 
trough of the 1957-1958 recession. Its present level 
and trend point clearly to sustained strength in the 
general business system throughout the next sev- 
eral quarters. 
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CONCLUSIONS 














IN BRIEF 


PRODUCTION — following a sharp upturn in April and 
May, reflecting steel and autos, output now rising more 
slowly but more broadly, in soft goods and hard goods. 
New record for industrial production may be seen be- 
foe end of year. 


TF ADE — strong without setting records. Personal in- 
comes now in a substantial rise, to be reflected at retail 
in the Fall. New soft-goods records just ahead. Look for 
g: od but not sensational business in consumer durables 
d: ring fall season. 


NONEY & CREDIT — still no clear evidence of sharp rise 
ir demands for funds although long term bonds are 
beginning to weaken. Interest rates should stiffen mod- 
evately but should not rise sharply in the next few 
n onths. 


COMMODITIES — general wholesale price level still sta- 
b:e, in the grip of tight competition and ample supply. 
Nild uptrend likely in late summer and fall, as markets 
sirengthen, but no important increase in general price 
averages is visible as yet. 































































































































































































C MONEY AND BANK CREDIT 
(All Commercial Banks) 
7] |TOTAL LOANS & INVESTMENTS | N77 7 
(Scale Left) 
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A ee 
180 ACTIVE MONEY SUPPLY’ - 
Seasonally Adjusted 
20 (Seale Right) ~ 
110 a 130 
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100- 
9-4 | 75 
INVESTMENT IN U.S. GOVERNMENTS 
(Scale Right) 65 
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*Demand deposits of all banks plus currency outside the banks 
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r the past month, a host of new requests for 
funds have been delivered into the lap of the 
Congress, asking for everything from more defense, 
to more information service, to more help for de- 
pressed areas. While some of the amounts were sub- 
stantial, some were trivial, and in many instances 
the funds requested, even if granted, would not be 
spent for several months or quarters. Nevertheless, 
in the eyes of many experienced observers, they 
added up to a new turn of the Federal ratchet, 
auguring a still higher level of total national activity 
in late 1961 and early 1962. The general business 
community, already optimistic about the outlook, 
found it necessary to raise their sights still further. 

As a reflection of the additional dose of stimula- 
tion attributed to these requests, as well as the clear 
determination in Washington to get started on a 
number of other programs for which funds have yet 
to be provided, the general estimate of gross na- 
tional product, which had been placed around $520 
billion by year-end, has now been raised to about 
$530 billion. This looks like a small percentage in- 
crease. However, since the period in question is only 
six months off, reaching the higher figure implies a 
smart rate of increase in the summer, fall and win- 
ter of 1961. Also implied is a new record for indus- 
trial production by early fall, and a further rise in 
the late fall as the automobile industry goes into 
production of 1962 models and steel demand begins 
to feel the exhilarating anticipatory effects of a 
possible mid-1962 strike. 


(Please turn to the following page) 
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New see sasisuetanabsnenencocbatah $ Billions | Apr. 30.7 29.9 30.4 Without attempting to play the . 
adit dill wn <ned on sees Devil’s advocate, one can at least . | 
iit: ea Sain | roth op nner ot enumerate a few of the questions ; 

Silinemae $ ems ce one oe ont that remain for 1961-1962. Fore- | | 

| P os » most among these is the fact that | } © 
| SOR $ oeiions Apr. sea 13.7 15.0 the forecasts hang so heavily on 

| __ Seem RNID scnccScrisanedessaninters $ Billions | Apr. 16.0 — ; —- rising government spending that 

| BUSINESS INVENTORIES, END. MO.*. |$ Billions | Apr. 91.1 91.0 93.2 they suggest a rising share of gov- 

Manufacturers’ $ Billions | Apr. 53.4 53.3 55.0 ernment spending in the total. If PL 

Wholesalers’ $ Billions | Apr. 13.3 13.3 13.1 | this is true, then they also suggest | j] — 

| Ares $ Billions | Apr. 24.4 24.4 25.2 a budget deficit, of significant if 

Dept. Store Stocks ...cececcsssssuessssseeeee 1947-'9-100 | Apr. 152 161 158 not alarming size. And they may | || _ 

ae sa suggest a deficit big enough to re- 
CONSTRUCTION TOTAL—t .............0..000 $ Billions | May 56.5 55.3 55.3 awaken the fears for the dollar | jj _ 

RN kis cisldiisliticsantnaiitiansal $ Billions | May 39.3 38.8 38.9 | that were very much awake only |} 
ESS ae $ Billions | May 21.7 21.3 22.2 six months ago. If government M 
| TE ies $ Billions | May 17.6 17.5 16.7 outlays rise as fast as they seem | || 5 

Housing Starts*—a ... Thousands | Apr. 1203 1285 1327 about to, if the government con- | § : 

Contract Awards, Residential—b ....... $ Millions Apr. 1454 1371 1480 tinues to keep money easy In an Pc 
ND ensisssecacrnesscnsesesiciniss |$ Millions | Apr. 1843 «:1795.—Ss«(1880 effort to stimulate the private sec- | | ¢1 

| Se ee tor, and if the present rather un- Fr 
EMPLOYMENT | ; reasonably high excess of exports En 

TE Millions Apr. 65.7 65.5 66.2 over imports should diminish, as “ 

Non-farm* | Millions Apr. 52.4 52.2 53.1 many analysts expect, then the Bu 
Government**......cccsssssssesseserescossseseees | Millions Apr. 8.7 8.7 8.5 drain on U.S. gold could reappear cs 
Trade* | Millions Apr. 11.5 11.5 11.7 as suddenly as it disappeared just ‘ 
Factory* | Millions Apr. 11.5 11.4 12.3 a few months ago, and present us va 

Hours Worked* | Hours Apr. 39.5 39.3 39.6 with a whole new range of com- : 
Hourly Earnings .... | Dollars Apr. 2.33 2.32 2.28 plicated problems. ij - 
Weekly Earnings Dollars | Apr. 91.34 90.71 89.60 Secondly, one may be permitted 
a aoe o to wonder what all the activity - 
PERSONAL INCOME® o.oo... cececeeseeee $ Billions Apr. 410 410 402 foreseen by the consensus will N 

NOPD Oy SUNINIOG acicnsiccccosssesccnsccscsenscs $ Billions | Apr. 274 272 272 mean for corporate profits. Gov- “ 

Proprietors’ Incomes .....-.....::eseseeseee $ Billions Apr. 61 61 60 ernment business is notoriously | || — 

Interest & Dividends ............ccccseeeseeee | $ Billions Apr. 42 42 40 low on profits ; if the great private : 

Transfer Payments ........:0:cseceseeseseeees $ Billions =| Apr. 32 34 29 markets do not revive from the } | 1 

Farm Income $ Billions | Apr. 17 7 16 late unlamented recession with | || 7 

| ‘ ain Sa much vigor, the major cyclical in- 4 
CONSUMER PRICES ....0.......ccsesssseesssseeeen | 1947-'9-100 | Apr. 127.5 127.5 126.2 dustries may still find it difficult 5 
fend ..... . | Saar eee | pe. 121.200 121.2-118.5 to restore levels of profits that : 

CHOIIAG ...cccrcorersccccesoreiorccsccsscorscssecessees | 1947-’9-100 | Apr. 109.5 109.8 108.9 prevailed at the peak of the profits 3 

Housing ia | 1947-'9-100 | Apr. 132.3 132.5 131.4 trend several years ago. 4 

MONEY & CREDIT | | —— es Thirdly, there are a number of . 

All Demand Deposits®*—u ..sssssssssee |$ Billions | Apr. 1133 1121 +1112 | domestic markets whose immedi- 4 

Bank Debits*—g o.ncsccsssssssssssesseesnseee |$ Billions | Apr. 97.3 98.4 968 | ate future remains in some doubt. 9 

Business Loans Outstanding—e, u ~|$ Billians Apr. 31.5 32.0 30.9 As one illustration, the housing : 

Instalment Credit Extended*—vu oe $ Billions Apr. 3.9 4.0 4.5 market . has thus far shown | vied : 

instalment Credit Repaid*—v ........ | $ Billions Apr. 4.0 4.0 3.9 signs of responding to the variety 5 

Seheialeinaicias | of stimuli that have already been 5 
FEDERAL GOVERNMENT injected into this area. According 5 

Budget Receipts 's Billions | Apr. 5.1 8.5 5.1 to many specialists in the field, 3 

Budget Expenditures ..............0.-seses+ | $ Billions Apr. 6.5 7.0 6.0 the central component of the mar- ; 

Defense Expenditures ...............c000 r Billions | Apr. 3.8 4.3 3.7 ket, those single-family dwellings be 

Surplus (Def) cum from 7/1 ........0000 |$ Billions | Apr. (6.0) (4.7) (3.6) which have comprised the bulk of 
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i QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
hae In Billions of Dollars—Seasonally Adjusted, at Annual Rates wae wn | 
war- a postwar building, can not be ex- 
inalfll —ei. 1960 pected to recover very sharply, if 
tten 4 SERIES Quarter Quarter Quarter Quarter at all, since it is up against a seri- 
orn. 1 ' IV ut ! ously ebbing tide in the postwar 
not | |] GROSS NATIONAL PRODUCT .............00. 499.5 503.5 503.5 501.3 | Wave of suburbanization. Hopes 
able Personal Consumption 329.0 330.8 328.3 323.3 for housing tend now to be placed 
me? Private Domestic Invest. .........ssssesseee 61.0 66.0 70.8 79.3 on those fringe areas of the mar- 
. Net Exports 5.0 4.6 3.7 1.2 ket +h as apart ts hell 
nan- Government Purchases .....-...-ssessssereseeee: 104.5 102.1 100.7 97.5 e suc as apartments, she 
ston Federal | 545 53.3 52.7 51.8 homes and mobile homes which 
‘the State & Local : 50.0 48.8 48.0 45.7 used to be looked at askance by 
PERSONAL INCOME ......ccccssssssseesssseeeenee 407.5 408.5 408.0 396.2 | the industry as a whole. 
the Tax & Nontax Payments .. sie Re oe 50.5 49.2 There are also doubts, although 
ag Disposable Income ..........000+ sei . 8.1 357.5 347.0 a lj ss cle; r 2+ 
east Consumption Expenditures .. 329.0 330.8 328.3 323.3 oO gets - — ‘. onan yma 
ons Personal Saving—d .........s.sssccssesseeseeees 28.1 27.2 29.2 23.7 or plant anc equipmen outlays. 
ore- | | More and better information on 
that CORPORATE PRE-TAX PROFITS ................. 40.7 41.5 48.8 the probable course of such spend- 
; j GUTS TENDS cccccscsessccscnsscersocessoosesecnns 19.8 20.3 23.8 ing ths Si > availabl ill b 
on |f OREUENE DARE POGTU cascincnccecsesscscssccseccese 20.8 23.3 25.0 Ing : an 1S now avaliable wi e 
that lividend Payments .... ae 14.0 14.1 14.0 13.9 required before one can confidently 
yOV- NIE FTIR cscsnaccnscssonsnscesnevscsossecte 6.7 7.3 11.0 project a sharp uptrend in this 
. If PLANT & EQUIPMENT OUTLAYS .............. 34.4 35.5 35.9 35.2 | area. Capacity remains ample if 
rest | #] — not excessive across a broad indus- 
t if | jj THE WEEKLY TREND trial front, and the need to spend 
may | | _ for additional facilities is not 
re- | 5 Week | Latest Previous Year| nearly as compelling as it was in 
lar . Ending | Week Week Ago} earlier years of the postwar boom. 
nly | §) Mws Business Activity Index*....| 1935-'9-100 May 27 316.7 3168 309.3 Finally, the consumer himself 
ent { MANS Index—Per capita™............ 1935-’9-100 May 27 225.5 225.6 223.8 may be a little recalcitrant. Even 
eem | | Steel Production Index". Sakdiatidenie 1957-’9-100 May 27 111.5 109.3 100.4 among extreme optimists for the 
eon- | §] Avte and Truck Production ........ Thousands | June 3 109 161 148 t eight ths. there is a 
; ‘| Poperboard Production ............ Thousand Tons May 27 332 324 311 nex elg een mont 5, ere » 4 
an Paperboard New Orders ............| Thousand Tons May 27 320 303 314 disposition to cautiously appraise 
Ssec- Electric Power Output*.......... .. | 1947-'49-100 May 27 284 290 275 the prospects for unemployment. 
un- — yang a setinaoaes 7 ances pp ene Cars — ued rH — 640 Typically, massive reemployment 
orts ngineerings Constr. Awards .... illions une 648 Hie ‘ iin a . Stn 
ag | || Department Store Sales .nrcmnm 1947-'9-100 May 27 | 137 146 139 has been al Pe omitant 
he Demand Deposits—c ..- | $ Billions May 24 61.8 61.3 ne. of a : rea surge in consumer 
the Bus Failures —t ....s.00ss..sssssssseseen Number May 23 368 303 299 spending. 
ear 
just *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
‘ania disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
» US centers. (na)—Not available. (r)—Revised. (s)}—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. (u)—End of month 
OM- | || data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
tted THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
vity - 
will No. of 1960-61 1961 (Nov. 14, 1936 Cl.—100) High Low May 26 = June 2 
at Issues (1925 Cl.—100) High Low May 26 June2 | High Priced Stocks ..............:c.00000 336.4 262.7 332.7 334.7 
oe . Composite Average 550.0 410.9 547.4 5.45.7 | Low Priced Stocks ..ececssssssssseesesens 729.8 527.6 729.8 721.1 
ISly , = Sean oa - —_——_— a 
rate 4 Agricultural Implements ....... 497.2 346.4 497.2 474.0 Te FN arcentitenccccsssnnccses 1226.0 810.8 1039.9 10:8.0 
th 3 Air Cond, (’53 Cl.—100) ...... 176.9 105.8 171.9 168.2 4 Investment Trusts .................. 170.6 136.5 158.1 162.3 
, e 10 Aireraft & Missiles ................ 1329.2 861.9 1297.0 1275.6 3 Liquor (‘27 Cl.—100) ... o VS4B.9 1098.2 1513.7 1525.4 
vith 7 Airlines (‘27 Cl.—100) .......... 1163.6 736.7 1147.3 1114.8 F DIED aciseseceseinsseoies . 647.3 402.9 642.4 642.4 
in- 4 Aluminum (‘53 Cl.—100) ..... 521.3 354.5 453.6 461.6 OD MII Gicsciatrncrcnsesanisonacoses 494.2 364.2 457.8 457.8 
cult 5A t 427.0 209.3 408.4 Pe a ee 298.3 223.9 293.1 290.5 
hat 5 Automobile Accessories ........ 531.1 401.0 487.7 487.7 | 4 Mtl. Fabr. (‘53 Cl—100) ...... 208.6 132.4 199.4 193.8 
* DE eikccitatsisscaictnnncven 157.0 90.8 105.3 105.3 | 9 Metals, Miscellaneous 313.3 446.5 446.5 
‘fits 3 Baking (’26 Cl.—100) ......... 446 34.9 41.0 41.4 Mth ceiaien iii 867.3 1100.0 1100.0 
4 Business Machines ................: 2008.2) 1159.1 1943.0 1929.9 I III ccnssontseceariasirsscnsecaces 828.6 609.0 807.2 800.0 
- of Fe cine tereisccsenicticsesicanins 872.2 657.3 857.3 872.2H | 16 Public Utilities ..............0000008 472.4 341.6 460.3 460.3 
odi- SF II assresccticssenesesctsaces 38.4 27.2 37.6 37.6 | 6 Railroad Equip t 110.9 75.8 110.9 110.9 
4¢ ications 257.6 199.9 246.7 240.1 FF BI eraisctcsciecseecarstesnecsens ‘ 49.9 58.6 57.6 
ibt. D CONSHUCHON ccccrcorscccorcccccseicees 231.8 143.3 230.1 228.4 3 Soft Drinks wee 690.3 1087.3. 1096.9 
ing 5 Contai 1074.3 824.6 1039.7 1048.3 | 11 Steel & Iron 325.4 420.9 417.5 
no 5 Copper Mining ..........sse0 - 399.3 275.4 388.3 380.1 | 4 Sugar 63.0 86.3 86.3 
ety 2 Dairy Products _ 146.8 216.1 218.2 2 Sulph 563.1 846.5 874.7H 
. 5 Department Stores ............0+. 185.7 135.2 184.2 185.7 11 TV & Electron. ('27—100) .... 130.4 86.8 127.5 130.4H 
een 5 Drugs-Eth. (’53 Cl.—100) ..... 474.7 360.4 434.2 442.1 5 Textiles 258.4 183.3 254.5 256.5 
Ing 5 Elect. Eqp. (‘53 Cl.—100) ..... 395.6 310.7 392.2 395.6 3 Tires & Rubber ..............:000000 255.9 170.6 220.8 220.8 
eld, 3 Fi Compani 1027.5 648.8 987.3 979.3 5 Tob _ 2823 182.5 277.7 9277.7 
ar- SF BeGe BORG wcccceccsseseccscesscsiees 763.9 419.3 736.0 763.9H 3 Varlety Stores .........000..0.cc000 398.9 349.3 395.4 398.9H 
ngs Te I eiscsatssincasiscitcersains 326.0 232.1 308.3 305.8 16 Unclassifd (49 Cl. — 100)... 337.7 224.0 335.3 328.3 
of H—New High for 1960-1961. 
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Trend of Commodities ; 


or 





SPOT MARKETS—Prices of leading industrial raw materials 
weakened perceptibly in the two weeks ending June 2, while 
raw foodstuffs remained firm. The B L S daily index of 22 
commodities lost 1.1% during the period, to close at 85.5, 
which compares with a high of 87.4 in late April. Among 
industrial raw materials, the metals component of the index 
rose 1.0% in the latest two weeks, due to a strong improve- 
ment in the price of steel scrap. Most other materials were 
inclined to give ground. 

Among the rank and file of commodities, prices were little 
changed in the last half of May. Farm prices were slightly 
higher while foods were off a trifle. This type of lackadaisical 
market action may well continue through the summer, if 
there is no flare-up in the foreign situation. 





BLS INDEX 22 BASIC COMMODITIES 
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WHOLESALE COMMODITY PRICES 


FUTURES MARKETS—Most commodity futures continued to see. 
lower levels in the fortnight ending June 2. Rye, soybeans) 
lard, rubber, copper and lead posted minus signs while cor 
oats, coffee, cocoa, and hides improved. Cotton and whea 
were unusually stable with negligible price changes during 
the period. The Dow-Jones Commodity Futures Index los! 
0.79 points to close at 145.8, down from 147.7 at the begin. 
ning of May. 

The wheat crop is making good progress and a near-record_ 
harvest is in prospect. This is militating against any im- 
mediate favorable reaction to talk of a higher support level 
for the grain in 1962. Wheat futures normally are apt to 
make their lows during the harvesting season and once this” 
is past, greater strength may develop in futures. 


















BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dev. 6) 
1947-1949—100 Date Date Ago Ago 104i 

All C dities May 30 118.9 119.1 119.7 62.8 
Farm Products ........s000+ May 30 86.5 87.3 90.4 51.9 
Non-Farm Products _...... May 30 127.8 127.9 128.2 67. 
22 Sensitive Commodities ..| June 2 85.5 86.5 86.2 53.09 
EE atssnsehonsancnnnieces June 2 77.1 768 77.2 45.58 

13 Raw Ind’l. Materials..| June 2 917 93.7 92.9 53% 
NE aiinseasnnsacesincinanes June 2 953 944 92.5 5144 

I TRMIIIIIS | .csveccanrsnvissasenes June 2 80.6 82.0 81.6 55. 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 i 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1961 1960 1959 1953 1951 1941) 


High of Year ...... 155.5 160.0 161.4 162.3 ‘215.4 85.7 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 743 


Close of Year .... 151.2) 158.3 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1961 1960 1959 1953 1951 194) 
High of Year ..... 147.7. 148.7 152.7 166.8 215.4 84.6 
Low of Year ..... | 141.2) 141.2 144.2 153.8 174.8 55.5 
Close of Year .... 141.2. 147.8 166.5 189.4 84.) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET, 
120 Wall St., New York City 5, N.Y., will answer by mail or telegram, 
a reasonable number of inquiries on any listed securities in which you 
may be interested or on the standing and reliability of your broker. 
The service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject to the following 


conditions: 


1. Give all necessary facts, but be brief. 


intervals. 


addressed envelope. 


envelope. 


. Confine your requests to three listed securities at reasonable 
No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


. Special rates upon request for those requiring additional service. 





Pfeiffer Brewing Co. 

“As a subscriber to your interesting 
Magazine, please tell me whether I 
should buy Pfeiffer Brewing at this 
time. I am interested in stocks selling 
at low prices and my objective is to 
make a profit. I notice that this stock 
has recently made a new high for the 
year to date and, at the current price of 
about 44%, I could afford to buy several 
hundred shares. Would you recommend 
this?” 

D. J,. Cleveland, Ohio 

It is true that Pfeiffer Brewing 
is curently selling at about 414 
but, in this case as in others, a 
low price does not necessarily 
indicate that the stock is under- 
valued. On the contrary, most 
stocks selling at around $5 per 
share carry a substantial element 
of risk, even though this is not 
true in all cases. 

‘Pfeiffer Brewing Co. is the 
third largest brewer in Michigan 
and the company also owns a 
brewery in Minnesota. It has an 
annual capacity of 2,100,000 bar- 
rels at the Detroit and Flint, 
Michigan breweries, and 750,000 
barrels capacity at the St. Paul, 
Minnesota brewery. About 75% 
of the company’s total output is 
sold in Michigan, with the greater 
part of sales in the Detroit mar- 
ket. The remaining 25% of sales 
represent beer distributed in 
in other states in the Great Lakes 
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area. Last year sales volume 
amounted to 917,804 barrels of 
beer, compared with 899,826 bar- 
rels in 1959 and 1,618,077 barrels 
in 1950 (the peak year). The 
greater part of the company’s 
output in Michigan is sold as 
packaged beer, due to regulations 
in that state. On the more favor- 
able side, per capita beer con- 
sumption in the company’s mar- 
keting area is about 40% above 
the national average. However, 
on the other hand, the company’s 
Michigan market is shared 
largely by six producers and, 
while Pfeiffer is now the third 
largest; it lost first position early 
in 1954. Also, competition from 
national distributors of beer is 
increasing. Sales of the company 
have declined from $40,600,000 
in 1952 to a recent low of 
$23,600,000 in 1958. Since the lat- 
ter year, sales increased slightly 
to $25,200,000 in 1959 and $26,- 
500,000 in 1960. 

Earnings reached their peak of 
$3,650,000 or $3.05 per share in 
1950, after adjustment for stock 
split-ups. For the years 1956, 
1957 and 1958, deficits were re- 
ported. Last year, earnings were 
equivalent to 11 cents per share, 
as against 1 cent in 1959. 

For the first quarter of this 


Answers ‘to. Inquiries a 








year, a moderate gain in sales 
was reported to $3,370,000 from 
$3,250,000 a year ago. The earn- 
ings statement, for the first quar- 
ter of this year, showed a deficit 
equivalent to 13 cents per share, 
compared with a deficit of 20 
cents a year previous. Normally, 
the first quarter is one of the 
lowest on a seasonal basis. No 
dividends have been paid since 
1954. 

While the company has made 
changes in its products and sell- 
ing methods, in an attempt to 
regain former markets, its out- 
look is by no means to be viewed 
with assurance, at least at this 
time. The stock has already ad- 
vanced from a low of 3 this year 
to date to a recent high of 51,4, 
with the current price about 41. 
This issue must be viewed as 
speculative and we would not be 
inclined to recommend its pur- 
chase. 


Torrington Co. 


“I have been a subscriber to your 
Magazine for many years and I would 
not do without it. In my portfolio of 
securities, there are many good issues 
favorably mentioned in your publica- 
tion from time to time, which I have 
acquired over the years. However, I 
recently acquired the stock of Torring- 
ton Co. on the advice of my broker. 
I am wondering whether I should con- 
tinue to hold this stock. What would 
you advise?” 
M. L., Charleston, S. C. 
Torrington Co. is engaged in 
the production of a broad line of 
anti-friction bearings and is also 
a leading manufacturer of ma- 
chine needles. Other products of 
the company include nuts, screws, 
bolts, metal specialties, drill bits, 


surgeons’ needles, hooking and 
felting needles, swaging ma- 
chines, and a _ special purpose 


sewing machine. About one third 
of total sales are represented by 
anti-friction bearings, including 
needle bearings, and ball, roller 
(Please turn to page 400) 
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FIVE 

MAJOR STEPS 
TO FURTHER 
PROGRESS 


AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world—will 
provide more and better automobile body sheets. 








AT MIDWEST STEEL near Chicago, the most modern “ EMF 
and efficient steel finishing plant in existence willl” 4 

provide industry with the finest quality tin plate, P od 
galvanized sheets, hot- and cold-rolled sheets? 2te 





George M. Humphrey, 
Thomas E. Millsop and Paul H. Carnahan, 


top men at National Steel Corporation, talk about... 


NATIONAL STEELS $300 MILLION 
OF NEW CONSTRUCTION ... 


and what it means to you 


[he huge program begun three years ago by National Steel 
s nearing completion. Costing in excess of $300 million, it 
s a signal of continuing progress at National Steel. It is the 
result of a never-ending search for the new and the better. 


{t is tangible evidence that private citizens have firm 
confidence in the future and are willing to back this con- 
fidence with huge amounts of private money. It is the kind 
of thing, throughout our economy, which provides the 
solid foundation for widespread American prosperity . . . 
and for which there is no substitute. 


There are obvious benefits, of course, that will result 
from this construction program. 


TO OUR EMPLOYEES — it means better, more secure, 
more stable jobs. 


TO OUR CUSTOMERS-—this expansion means the 
assurance of steel supply in volume during periods of 
peak demand. In any period, the expansion means steel 


of the highest and most uniform quality ever produced. 


TO OUR COMPANY — it means higher efficiency, greater 
stability and lower costs throughout our operations . . . 
factors which provide us with a stronger competitive 
position in the market place. 


TO YOU AS A CONSUMER OF STEEL— it means 
better products because of better steel. It means greater 
value for your dollar in the products you buy. 


TO YOU AS AN AMERICAN— it means a powerful 
weapon against inflation; it means more strength for 
America faced with competition against the low-cost labor 
and newly added modern techniques of foreign producers. 
And it means a greater industrial base for national security. 


As National Steel’s new facilities come into operation dur- 
ing the months ahead, we'll tell you more about them. 
And we think you'll agree that it will be good news for our 
employees, our customers, our company and for you. 


NATIONAL STEEL CORPORATION, oirrssurcn, ra. 


SUBSIDIARIES AND DIVISIONS: 
GREAT LAKES STEEL © WEIRTON STEEL * MIDWEST STEEL * STRAN-STEEL * ENAMELSTRIP @¢ HANNA FURNACE ¢ NATIONAL STEEL PRODUCTS 











A BASIC OXYGEN STEELMAKING SHOP, including 
two of the largest vessels ever built, is now under 
construction at Great Lakes Steel in Detroit to in- 
crease the flexibility and efficiency of our operations. 


OUR NEW RESEARCH CENTER will be National 
Steel’s headquarters for the expanded, continuing ex- 
ploration of new and better raw materials, facilities, 
manufacturing processes and products of steel. 


t modenl™ EIRTON STEEL in Weirton, W. Va., new and im- 
ence will" d facilities throughout this division will increase 
in plate, production and improve the quality of Weirton’s 
| sheets |?!2te, galvanized sheets and cold-rolled sheets. 




















Bringing Basic Indicators 
Up-To-Date As New Help For 
Business Forecasters 





(Continued from page 365) 


picture of current economic 
trends than has been possible 
heretofore. 

> Some 70 principal indicators 
and about 350 components are 
used for the different measures 
which are produced each month. 
Equally impressive is the report’s 
timeliness. It is completed and 
issued within three weeks after 
the end of the month to which it 
refers. 


> The report is not yet gener- 
ally available to the public. Dur- 
ing its formative period it was 
closely held by the Council of 
Economic Advisers.. As it was 
“de-bugged” it came to be more 
widely distributed in Government 
circles. Then it began to be dis- 
cussed before scholarly groups. 
Finally, a budget request was 
prepared and the existence and 
nature of the report was made 
more widely known among busi- 
ness and economic analysts. 


> If Congress allows the Bu- 
reau of the Census the $60,000 it 
needs to produce this report for 
general distribution, the public 
will shortly be able to subscribe 
to the Monthly Report on Current 
Business Cycle Developments, the 
most inclusive presentation of 
“leading”, “coincident”, and “lag- 
ging” factors in business cycle 
development now being prepared. 


New Tools, New Problems 


Like all new tools, Current 
Business Cycle Developments may 
be dangerous in the hands of the 
unwary, and this consideration 
has caused some concern about 
its release to the general public. 
The figures themselves, like those 
of the components making up the 
Business Trend Forecaster, re- 
quire informed analysis if they 
are to be used intelligently, and 
interpretation is an art as well as 
a science. 

It has been suggested that the 
Government itself should provide 
“some interpretation” of these 
data. This would be a novel and 
controversial departure from 
present practice. While the Ad- 
ministration in power has never 
hesitated to give its interpreta- 








In a word — carefully. 


from — there are. 


Differences in research aid... 


Merrill Lynch. 





How should you pick a Broker? 


Not because there aren’t any number of fine firms to choose 


But even among the finest you still find differences. 


Differences in customer service... 
Differences in physical facilities... 


Differences in personnel training and, most important of all, 
Differences in fundamental policy. 
To help you decide about us, we’ve just prepared a 32-page 
booklet that explains in detail just who we are, just what we 
stand for, just what you can expect when you do business with 


We’ll be happy to mail a copy of “This is Merrill Lynch” to any- 
body who owns stock — or wants to. 


We think you’ll find it makes interesting reading. Just address — 


Department SF-62 


Merrill Lynch, Pierce, Fenner & Smith Inc. 


Members New York Stock Exchange and other principal 
Stock and Commodity Exchanges 
70 PINE STREET, NEW YORK 5, N. Y. 
142 offices in U. S., Canada and abroad 











tion of the significance of current 
economic developments, it has so 
far never used a Federal statisti- 
cal program for this purpose. 
Rather, it has relied on more 
traditional vehicles such as Pres- 
idential speeches and press con- 
ferences, statements by high 
Administration officials, the Pres- 
ident’s Economic Report, the 
State of the Union message, and 
similar documents. The direct 
interpretation of the current eco- 
nomic outlook as revealed by a 
particular statistical presentation 
seems hardly likely. More prob- 
ably the Government will do no 
more than provide a new tool for 
short-range forecasting. Users 
will have to learn how to use it 
most effectively in fashioning the 
forecasts most appropriate to 
their own needs. 

Forecasters who already use 
the leading, coincident, and lag- 
ging indicator approach to the 
analysis of short-term economic 
fluctuations are enthusiastic about 
the prospects of having available 
a Monthly Report on Current 
Business Cycle Developments. The 
publication of this report will 
lead to a broader appreciation of 
this approach and to its use by 
even wider circles of analysts 
who are seeking better means of 
forecasting what is likely to hap- 
pen in the near-term future. END 





The Canadian Economy Today 
— Where Is It Headed? 





(Continued from page 371) 
first and most immediate effect of 
this legislation was the rise of 
the American dollar for the first 
time in several years to a position 
almost of parity with the Cana- 
dian dollar. This development in 
turn was of considerable aid to 
such industries as nickel and pulp 
and paper production whose chief 
export markets are in the United 
States. 

What long range effect this 
move of the Canadian Govern- 
ment will have on the flow of 
American investment into Cana- 
dian enterprises it is, as yet, too 
soon to tell. But is is fairly cer- 
tain that the present Progressive 
Conservative Administration in 
Ottawa is not likely in the near 
future to introduce any further 
legislation which might be harm- 
ful to the position of American 
investments in Canada. 

Certain prominent public fig- 
ures such as James Coyne, the 
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IF YOU MISSED 
THIS IMPORTAN 
MEETING... 


here is a summary of the 1961 
Standard Oil Company <Indiana) 
Shareholders’ meeting and a 

report on first quarter activities 


First quarter consolidated net earnings for Standard Oil 
Company (Indiana) totaled $43,820,000, an increase of 38% 
over 1960 first quarter earnings of $31,689,000. That was the 
highlight of President John E. Swearingen’s remarks to share- 
holders at the Company’s annual meeting, held May 4 in 
Whiting, Indiana. 

Mr. Swearingen told shareholders that earnings per share 
were $1.23 for the first quarter of 1961, as against 89¢ last 
year, reflecting increased crude oil production, a larger volume 
of product sales, better average product prices and continued 
reductions in costs. He added a word of caution, however, 
about predicting the whole year of 1961 on first quarter results. 
He said, however, that it would be reasonable to anticipate 
better 1961 earnings than those for 1960 “unless there are 
major setbacks not now foreseen.” 


Production. Mr. Swearingen said that production of crude oil 
and natural gas liquids in the first quarter of 1961 averaged 
344,000 barrels a day, up nine per cent over a year ago. 
Production increases in Eanedie and Argentina more than 
offset decreases in the U. S., resulting from prorationing. In 
Iran, some oil has been found in two wildcat wells in the 
Persian Gulf, but not in commercial quantities. Both wells 
are being abandoned, but the exploration program will be 


STANDARD OIL COMPANY (inpiana), 910 S. MICHIGAN, CHICAGO 80, ILLINOIS 


continued with the start of two new wildcats on our four- 
million-acre offshore tract. 

During the first quarter of 1961 Pan American Petroleum 
Corporation, the Company’s production subsidiary, made a 
joint bid with Tidewater Oil Company to purchase the 
properties of Honolulu Oil Corporation. Purchase agreements, 
which are subject to approval by Honolulu stockholders and 
to the issuance of tax ay have been signed. 

Mr. Swearingen added that more than half of the Company’s 
capital expenditures, and over 60% of total capital and explo- 
ratory expenditures, would be devoted to exploration and 
production activities in 1961. 

Natural gas sales in the first quarter were about even with 
a year ago, Mr. Swearingen said. Crude runs to refineries 
averaged 681,000 barrels a day in the first quarter, compared 
with 616,000 barrels a day in 1960, when operations at the 
Company’s Texas City and Sugar Creek refineries were 
affected by strikes. 


Marketing. Refined product sales in the first quarter of this 
year averaged 718,000 barrels a day, an increase of 1.3% over 
1960's first quarter. Mr. Swearingen also said that dollar 
volume of chemical sales increased 11% over the 1960 period. 

Mr. Swearingen briefly reviewed for stockholders the 
accelerated development of the Company’s nation-wide 
marketing subsidiary, American Oil Company, since its 
reorganization at the end of 1960. “The greatest advertising 
and sales promotion campaign in the history of our Company 
is now getting under way,” he said. “This year American Oil 
will seek to top a record set last year for the highest volume of 
sales in our history.” 


Other Business. Stockholders of the Company re-elected all 
twelve members of the Board of Directors. 

Two proposals presented by stockholders were rejected by 
substantial margins. One requested that the post-meeting 
report contain a summary of the discussion of shareholder 
questions of importance and the vote on all proposals. A 
second proposed that stockholder balloting be reported by 
number of stockholders, as well as by number of shares. 
Management's position was that stockholders are, and will 
continue to be, adequately informed. 

In answer to questions, Company spokesmen reported: 
1—Both the parent company and its subsidiaries had adopted 
written policies, defining conflicts of interest. Members of 
management at all levels have reported that their personal 
interests are not in conflict with the Company’s. 


2—The Company had carefully investigated methods of pro- 
tecting foreign investments. With regard to insurance with the 
International Cooperation Administration, offering protection 
against losses arising from expropriation, war and convertibility 
of currency in foreign countries, the Company has concluded 
that, in cases examined to date, the coverage did not justify 
the cost. 

In a concluding statement, Mr. Swearingen said, ““We have 
reasons for optimism in our outlook for the year 1961. The 
business recession seems definitely to have ended, and we look 
for a decided improvement in the general economy in the 
second half. Domestic demand for petroleum products this 
year should be from 2 to 3 per cent higher than fast year, and 
foreign demand should be some 6 to 7 per cent higher.” 


Directory of Standard Oil Company <Indiana> Major Subsidiaries 


AMERICAN OIL COMPANY, headquartered in Chicago, manufactures, transports, 
and sells petroleum products in the United States. It markets through its Standard 
Oil division in 15 Midwest states. 

AMOCO CHEMICALS CORPORATION, Chicago, manufactures and markets 
chemicals from petroleum here and abroad. 

AMOCO TRADING CORPORATION, New York City, buys, sells, and trades 
crude oil and products abroad. 

INDIANA OIL PURCHASING COMPANY, Tulsa, buys, sells, and trades crude 
oil and natural gas liquids in the United States. 

PAN AMERICAN PETROLEUM CORPORATION, Tulsa, finds and produces 
crude oil and natural gas in the United States and Canada. Its subsidiary, Pan 
American International Oil Corporation, New York City, engages in oil exploration 
and developmen outside of North America. 

SERVICE PIPE LINE COMPANY, Tulsa, transports crude oil for our refineries 
and for others. 

TULOMA GAS PRODUCTS COMPANY, Tulsa, markets licuefied petroleum gas, 


natural gasoline, and related products. 














Governor of the Bank of Canada, 
continue to proclaim their con- 
viction that the role of American 
investment should become a com- 
paratively minor one in Canada, 
that Canada should finance her 
economic and industrial develop- 
ment primarily out of savings, 
but it is noteworthy that in re- 
cent months many Canadian busi- 
ness and political leaders have 
been attacking this set of ideas 
as being harmful to Canadian 
economic progress. 

For example, Robert Fowler, 
the president of the influential 
Canadian Pulp and Paper Asso- 
ciation, in a speech to this body 
in Montreal in January of this 
year, in discussing this subject 
said that it was very easy for a 
public speaker to get into the 
headlines in Canada at the pres- 
ent time by delivering a rousing 
speech on the menace of Ameri- 
can economic penetration of Can- 
ada. Mr. Fowler said that utter- 
ances of this type masqueraded 
as rugged and independent Cana- 
dianism but they were in reality 
nothing but anti-Americanism. 
He said that American capital 
would play an important and use- 
ful role in the development of 
Canada’s natural resources. This 
is only one of many pronounce- 
ments of this type which have 
been made by influential Cana- 
dian business and political lead- 
ers during the past few months. 


In Sum 


In a country of the type of 
Canada where foreign trade con- 
tributes such a large share of the 
national income, prosperity ‘is 
vitally dependent on international 
economic and trade developments. 
If the present high degree of 
prosperity continues in the United 
Kingdom and some of the West- 
ern European countries where 
Canada has large export markets, 
and if the market for certain 
Canadian raw materials such as 
copper and lumber revives in the 
United States, it is possible that 
the coming year may be a better 
one for the Canadian economy. 
But it is quite apparent that un- 
Jess economic conditions take a 
decided turn for the better in 
Canada during the next few 
months, that the Canadian Gov- 
ernment will be compelled to 
take a more active role in devising 
measures to stimulate employ- 
ment and production than it has 
during the past two or three 
years. END 
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Varying Investment Status For 
Companies In Natural Gas 
Industry 





(Continued from page 375) 
level, nor that the equity return 
can be cut back further if the 
industry is to finance its expan- 
sion. An analysis of the FPC ac- 
tions leads to the conclusion that 
the pipelines are considered to 
have ended their expansionary 
phase and now should be viewed 
as stable utilities. There will still 
be growth of earnings, but the 
rate will be much more moderate 
than in past years. 


Other Regulatory Problems 
Remain To Be Solved 


It must be recognized in this 
regard that not all regulatory 
problems have been settled. Is- 
sues of tax accounting for rate- 
making purposes and allocations 
of costs between vital industrial 
sales and those destined for ulti- 
mate use by residential customers 
still are to be resolved. The Com- 
mission is also investigating the 
distribution of earnings received 
from regulated sales and then 
devoted to non-regulated activi- 
ties. As practically every major 
pipeline is to some degree en- 
gaged in these operations (see 
below), the impact could be im- 
portant. Lastly the appointment 
of two new commissioners, both 
with public power backgrounds, 
poses further uncertainties. The 
term of a third commissioner ex- 
pires later this month which will 
permit the Kennedy Administra- 
tion to name a majority of the 
federal regulators. In recent 
months the present Commission 
has been following the dictates 
of the courts that the terms of 
the Natural Gas Act should be 
interpreted in a manner to pro- 
vide gas to the residential con- 
sumer: at the lowest price com- 
mensurate with maintaining a 
sound industry. As stated by the 
Commission, these terms are 
strict. 


Tendency of Pipelines To Enter 
Non-regulated Lines 

In view of the long period of 
uncertainty in the industry as 
well as increasingly stringent 
regulation it is not surprising 
that practically every major pipe- 
line is now engaged in some 
operations outside the scope of 
regulation. Tennessee Gas Trans- 
mission probably is the most 


deeply committed, deriving some 
40% of its net income from non- 
regulated sources. Over a period 
of years this company has become 
an integrated international oil 
and gas operation. Others that 
have made sizable investments in 
industrial or non-regulated activ- 
ities related to oil and gas indus- 
try are El Paso Natural Gas and 
Texas Eastern Transmission Co. 
More recently Northern Natural 
Gas entered the propane industry 
through acquisition of several 
distributors and now is construct- 
ing a propane-butane extraction 
plant in Kansas. Texas Gas Trans- 
mission also has entered into 
several non-regulated ventures al- 
though they are relatively small, 
and Transcontinental Gas Pipe- 
line has announced a proposal to 
construct a liquid products line 
to serve the southeast. Arkansas- 
Louisiana, while primarily a dis- 
tributor (not subject to FPC) 
obtains about 40% of its income 
from non-regulated operations in- 
cluding the manufacture of gas 
fired air conditioners, gas fur- 
naces, regulating equipment and 
controls, cement, fiberglas boats 
and other miscellaneous prod- 
ucts. In addition this company 
has acquired the distributing 
properties of a former neighbor 
and has announced the proposed 
acquisition of Mid-South Gas 
which also serves an adjacent 
area. 
Integrated Companies Emphasizing 
Distribution 

Among the integrated compa- 
nies distribution activities are 
becoming more dominant in their 
earnings pattern. Pipelines owned 
by the system are gaining an in- 
creasing importance as a lever in 
obtaining and controlling deliver- 
ies of additional gas _ supplies 
rather than as an important con- 
tributor to system income. The 
control of supply is becoming 
sufficiently important so that an 
increasing number of companies 
are constructing or obtaining con- 
trol of pipelines from the south- 
west. Columbia Gas several years 
aco purchased the former Gulf 
Interstate Pipeline, and Consoli- 
dated Natural Gas has an agree- 
ment with Texas Gas Transmis- 
sion wherein the former company 
is leasing the capacity of an en- 
tire pipeline. Other integrated 
compenies such as American Nat- 
ural Gas, Peoples Gas Light & 
Coke and United Gas Corp. also 
are concentrating on the develop- 
ment of sales at the retail level 


THE MAGAZINE OF WALL STREET 








yme 
1on- 
riod 
yme 

oil 
hat 
3 in 
tiv- 
lus- 
and 
Co. 
iral 
try 
bral 
1ct- 
ion 
ns- 
nto 
al- 
all, 
pe- 
to 
ine 
as- 
lis- 
C) 
me 
in- 
FAS 
ur- 
und 
ats 
od- 
inv 
ing’ 
bor 
sed 
ras 


ent 
ing 
pa- 


are 
eir 


ORE RARE ETT 








rather than expanding pipeline 
service to other utilities. It is not 
inconceivable that, over a period 
of years, a number of the dis- 
tributing companies may also seek 
participation in the ownership of 
their suppliers’ pipelines in order 
{to improve the control over de- 
liveries. 

The integrated companies, for 
he most part, offer the investor a 
‘combination of moderate growth 
ff per-share earnings over a 
1umber of years coupled with 
somewhat better yields than are 
ivailable in the electric utility 
ndustry. Should the development 
of gas air conditioning equipment 
yroceed rapidly the earnings 
zrowth could be larger although 
this will require a period of at 
least 3 to 5 years. 


Distributors Require Dense 
Population for Greatest Profitability 


Retail distributors in the gas 
industry operate in relatively 
compact geographical areas and 
generally are isolated from their 
neighboring companies by rural 
territories. Stated another way, 
the economics of the industry re- 
quire a relatively high density of 
population if the operation is to be 
conducted profitably. Extensions 
of distribution mains can be made 
only when prospective load de- 
velopment is fairly sizable. For 
this reason a number of the com- 
panies have undertaken to enter 
the propane business, sometimes 
on a cooperative basis with local 
propane distributors. Because of 
the difficulty in extending service 
into new areas, there are a large 
number of relatively small com- 
panies in the gas distribution 
field, many of them with small 
capitalizations. There are, in fact, 
only ten or twelve that would 
qualify as being of sufficient size 
to attract institutional invest- 
ment. Several of these companies 
are, of course, quite sizable, serv- 
ing major metropolitan areas, 
such as Pacific Lighting, which 
covers most of southern Califor- 
nia, and Northern Illinois Gas, 
which serves most of northern 
and central Illinois. Brooklyn 
Union Gas also is growing rap- 
idly and has a major new pros- 
pective market in Staten Island, 
while Washington Gas Light con- 
tinues to reflect the expansion of 
the suburban District of Columbia 
area. Laclede Gas serves St. 
Louis, which is undergoing a ma- 
ior rehabilitation effort and Lone 
Star Gas operates in a large 
JUNE 
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number of growing Texas com- 
munities. 


Storage Facilities Solving 
Poor Load Factor 


Each of these companies is im- 
portantly dependent on under- 
ground storage of gas in order to 
meet the winter heating market. 
A number of them depend on 
their pipeline suppliers to con- 
struct these fields but others have 
undertaken the storage opera- 
tions themselves. Among these 
are Laclede Gas, Northern Illinois 
Gas and Pacific Lighting. The 
importance of storage to these 
companies cannot be overempha- 
sized as it increasingly permits 
a reduction of dump sales in the 
summer, which are made at little 
better than marginal return, and 
receipt of premium value for 
their winter gas sales. The distrib- 
utors generally are regulated by 
state authorities and, therefore, 
the returns allowed are more 
realistic than those being applied 
by the FPC. Within this segment 
of the industry appear some of 
the more interesting potential in- 





OIL AND GAS 
INVESTMENTS 


Send for free information on the tax 
and other economic advantages to be 
found in oil and gas interests. This 
is not an offer for the sale of such 
interests which can only be made by 
means of an offering sheet filed with 
the Securities and Exchange Commis- 
sion. A copy of the offering sheet on 
the latest offering of interests will 
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CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 45¢ per 
share payable on July 1,1961 
to stockholders of record at the 
close of business June 12, 
1961, was declared by the 
Board of Directors. 

ROBERT O. MONNIG 


Vice-President and Treasurer 


June 2, 1961 
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CONSOLIDATED 
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30 Rockefeller Plaza 
DIVIDEND No. 54 





New York 20, N. Y 


T ue BOARD OF DIRECTORS has 
this day declared a regular quar- 
terly dividend of Fifty-Seven 
and One-Half Cents (57%2¢) 
per share on the capital stock of 
the Company, payable August 
15, 1961 to stockholders of 
record at the close of business 
July 17, 1961. 


JOHN MILLER, Secretary 
June 7, 1961 
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vestments for the coming several 


years. 
While it is more difficult to 
obtain information on smaller 


distributors the combination of 
approaching stability of field 
prices for gas and the potential 
for sales of gas air conditioners 
lends some speculative appeal to 
such regional distributors. Among 
the companies that would qualify 
in this category are Southwest 
Gas Corp., Pioneer Natural Gas, 
Southern Union Gas, Mobile 
Gas Service, Piedment Natural 
Gas and a number of others serv- 
ing in the southwestern and 
southeastern parts of the United 
States. 


Best Growth Opportunity Has Shifted 
To Distributors 


In summary it would appear 
that the balance in the natural 
gas industry has shifted. Where 
the pipelines had been considered 
the preferred growth vehicles in 
the past, the greater prospects 
for more rapid earnings improve- 
ment are now found in the local 
distributing companies. In an in- 
termediate position, partially re- 
flecting their size and diverse 
operations, are the integrated 
companies which have a potential 
for moderate earnings growth 
and somewhat better than aver- 
age dividend income. Pipelines are 
becoming primarily yield-produc- 
ing securities, aside from those 
which have long-term speculative 
investments in non-regulated en- 
terprises. END 





Revolution In Retailing As Huge 
Variety Chain Invades 
Discount Field 





(Continued from page 381) 


should certainly be valued above 
their worth on immediate exer- 
cise of the option. The ori- 
ginal offer looked like a good one 
only for an investor satisfied to 
hold a straight 414% preferred 
stock that might well decline in 
value. For this reason apparently 
McCrory changed the offer by 
adding a conversion feature with 
the ratio changing from 31%, 
shares of McCrory common for 
each $100 par value of preferred 
to 26, shares on June 30, 1962 
and 214 shares after 1966 to 
1970, when the conversion privi- 
lege expires. Green seems to be a 
good speculation on this basis. 


Kresge Attractive for Income 


Kresge (32). The $1.60 divi- 
dend provides a yield of about 
%. In 1960 the company opened 
59 new stores vs. 42 in 1959 and, 
as mentioned above, plans to pur- 
sue a program to broaden the 
product line to include higher 
priced items. A total of 275 of 
its 662 stores are classified as 
“variety department stores”. 
Self-service check-out operations 
have been extended to 407 stores. 
Cost control is a real problem, 
especially from the standpoint of 
wages, and the company has 
made little progress over the last 
ten years as far as growth in 
earnings per share is concerned. 
However, the stock has attrac- 
tion from the standpoint of yield. 


Other Companies 


McCrory Corp. (22). Chair- 
man Riklis is building up a truly 
diversified operation. Through 
various mergers the company is 
now in the fields of variety 
chains, auto accessories and sup- 
plies, and men’s wear. As men- 
tioned above the company plans 
to acquire H. L. Green by issuing 
preferred stock and warrants. In 
addition a plan is under way to 
acquire Lerner Stores, in the 
women’s wear and children’s 
wear fields. Further moves will 
undoubtedly be under way as 
long as Mr. Riklis remains in 
the picture. 

While economies through in- 
tegrating these various opera- 
tions should be possible, it can- 
not be taken for granted that 
McCrory management will be able 
to handle effectively the varied 
competitive problems of such a 
conglomeration; in other words, 
management could be spreading 
itself too thin. The separate parts 
have not have an especially good 
growth record; will the combina- 
tion be more effective? There is 
little question, however, concern- 
ing management’s ability to 
swing these deals, but when re- 
lated to pro-forma earnings on a 
merger basis of 58¢ per share in 
1960 and 61¢ in 1959 the stock 
selling in the twenties does not 
appear cheap on the bare record. 

G. C. Murphy (50). Tradition- 
ally a variety chain operator in 
Pennsylvania and Ohio, Murphy 
has entered Texas, Louisiana, and 
Mississippi by way of merger. 
Besides its attractive 4.6% yield, 
the stock does offer promise of 
modest growth. Further expan- 
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‘sion in Texas is planned follow- 
ving two recent acquisitions there, 
one in late 1960 and one in Feb- 
pruary, 1961, totaling 22 stores. 
In Mid- February the company’s 

‘store building program included 
742 additional locations, beyond 
ithe existing total of 437 stores 
lin operation at the end of 1960. 
Like most variety stores Murphy 
in 1960 had problems of competi- 
‘tive pricing on one hand and ris- 
‘ing costs on the other. However, 
if 2arnings in 1961 or 1962, 
aid2d by an improving economy, 
recover to the $4.44 per share 
ea ned in 1959 (vs. $3.46 in 
1910) the stock offers some ap- 
‘pe:] based on its building pro- 
grim and its well-covered divi- 
ded. 

Neisner Bros. (1314). In an 
effort to stem a general decline 
in per-share earnings from the 
$2 00-$2.50 level in 1950-53 to 
'824 in 1959 and a depressed 18¢ 
‘in 1960, Neisner has embarked 
jon an aggressive store building 
) program with emphasis on shop- 
\ping centers in growth areas and 
‘on self-service stores. Most of the 
present stores are located in the 
‘heavy industrial areas of the 
‘Midwest. The company is now 
expanding into Florida and 
Texas, and has already built 25 
new stores in the last two years. 
While this stock, with its re- 
grettable record, must be con- 
sidered speculative, the store- 
building program is sizable when 
compared to the relatively small 
base of 170 stores, and could 
some day materially benefit earn- 
ings. 

J. J. Newberry (46). Earnings 
should make a partial recovery 
from the $2.42 per share in 1960, 
which was down from $3.32 in 
1959. Some of last year’s non-re- 
curring expenses connected with 
new warehouses will be absent 
\this year. Small acquisitions have 
'helped to expand stores, and the 
company is moving ahead with 
its program to build shopping 
center stores and improve exist- 
ing stores. However, the stock, 
one half of which is owned by 
family interests, seems fully 
priced in the mid-forties. 


Woolworth’s Attraction Not Limited 
to New Discount Scheme 

F. W. Woolworth (81). We 
have gone into some detail, earli- 
er in this story, regarding recent 
cevelopments in this situation. 
Investors are eagerly awaiting 
riore information regarding the 
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company’s plan to establish the 
country’s largest discount chain 
and it is interesting to note that 
the company is planning to spend 
some $150 million over the next 
five years to expand and improve 
the variety chain. While this $30 
million per year average is some- 
what below the $38.6 million 
average capital outlay made over 
the last five years, it is signifi- 
cant that the program regarding 
variety stores is still ambitious. 
With earnings per share of 
around $5.00 likely for 1961, and 
the record in 1960 showing rela- 
tive stability rather than weak- 
ness typical of so many compa- 
nies, Wolworth has a firm base 
upon which to build. (1960 earn- 
ings were $4.84 per share vs 
$4.98 in the generally good year 
1959.) 

On the record the stock is a 
sound value at little more than 
15 times earnings and a yield of 
3.0%. The plan to enter the dis- 
count field is a new plus factor, 
and so is the astronomical mar- 
ket value of the company’s in- 
vestment in English Woolworth. 

END 





To What Extent Is Run-Up 
In Liquors Purely Seasonal? 





(Continued from page 377) 


investment in this field. 

The Pharma-Craft subsidiary 
manufactures proprietary drugs 
and toiletries. 
strike and 
other problems that cut deeply 
into fiscal 1960 earnings behind 
it, Schenley Industries should 
show a good recovery this year. 
The company, which is the third 
largest distiller, is well diversified 
both within the beverage field 
and in other activities. In addi- 
tion to distilling and importing 
a full line of spirits, Schenley is 
an important domestic wine pro- 
ducer. Ownership of 200,000 
shares and warrants to purchase 
350,000 more shares of Pabst 
common affords an interest in the 
brewing industry. Foreign liquor 
interests include control of Sea- 
ger, Evans, a distiller with oper- 
ations in Great Britain and other 
countries. 

Non-liquor activities embrace 
the production of proprietary 
drugs, livestock feeds, and coop- 
erage. Schenley holds 31% of the 
stock of Radiation Applications, 
Inc., a small research company, 














Hire a Rolls Royce 


For just a trifle higher cost, enjoy 
| the luxury of a chauffeur-driven 
| 1961 Rolls Royce. Special theatre 
| and shopping rates. Airport and 
| pier service. Inquire about cor- 
porate and personal charge 
| accounts. 


Buckingham Livery 


349 E. 76th St.,N.¥.c. YU 8-2200 


$9 per hour. Diners Club honored. 
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as well as 120,000 shares of Rex- 
all Drug common received in 
exchange for Schenlab Pharma- 
ceuticals. 

Schenley was known to have 
one of the largest inventories of 
aged whiskey. With the bonding 
period extended to 20 years, the 
company will be in a good posi- 
tion to market older, premium- 
priced beverages in the future. 


The American Distilling Com- 








INTRODUCING THE NEW 


DRYDEN-EAST 


HOTEL 


39th St., East of Lexington Ave. 
NEW YORK 


Salon-size rooms ¢ Terraces « New 
appointments, newly decorated « 
New 21” color TV « FM radio « New 
controlled air conditioning « New 
extension phones in bathroom ¢ New 
private cocktail bar *« Choice East 
Side, midtown area « A new concept 
of service. Prompt, pleasant, un- 
obtrusive. 


Single $15 to $22 Suites to $60 
Special rates by the month or lease 
Robert Sarason, General Manager 


ORegon 9-3900 
Teletype NY-1-4295 





COMING TO NEW YORK? 


Stay at this modern 
25-story hotel. Large, 
beautifully furnished 
rooms with kitchenette, 
: private bath, from 
$7.00 daily, double 
from $10.75. Two 
room suites from 
$14.50. 


LOWER WEEKLY & 
MONTHLY RATES 


Air conditioning and 
television available 















Broc dway at 75th St., New York 
Oscar Wintrab, Managing Director 
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pany has remained exclusively a 
liquor company, with excellent 
results. Earnings advanced in 
every year since 1952, and based 
on interim results a further gain 
is probable this year. American 
produces a full line of beverages 
and imports Scotch and Irish 
whiskeys. Concentration on bour- 
bons and straights allowed the 
company to take full advantage 
of the growing demand for these 
types. The company was also one 
of the first to participate in the 
extraordinary growth in vodka 
consumption. 

There are only 955,194 shares 
outstanding. The stock has risen 
approximately 50% this year on 
moderate volume. 

Brown-Forman Distillers Cor- 
poration is one of the leading 
independent distillers. Production 
has been largely of bourbons and 
straights. In addition, the com- 
pany imports Scotch, wines and 
liqueurs, including the Bols line 
of beverages. Brown-Forman also 
manufactures Bols products un- 
der license in this country. In 
February 1961 the company be- 
came exclusive U.S. distributor 
for the Fratelli Gancia line of 
Italian wines. A subsidiary, 
Brown-Forman Industries, manu- 
factures a limited line of photo- 
graphic chemicals and supplies. 

The company has_ benefited 
from the growth in consumption 
of straights and bourbon. A re- 
cently introduced 86 proof bot- 
tling of Old Forester has met 
good acceptance. 

Publicker Industries is without 
question the most speculative 
stock among those reviewed. With 
earnings of $0.46 per share, 1960 
was the company’s first profitable 
year since 1956, when a nominal 
14 cent was earned. 

Liquor sales account for about 
half of volume with industrial 
alcohols and chemicals, distillers’ 
feeds, vitamins and a_ tanker 
charter service providing the bal- 
ance of revenue. 

Publicker is the only major 
manufacturer of industrial alco- 
hol still using the fermentation 
process. Elimination of Cuban 
molasses supplies recently neces- 
sitated a cutback in alcohol pro- 
duction. Currently, Publicker is 
negotiating with the Department 
of Agriculture for surplus corn 
to replace the molasses. The out- 
come of these negotiations will 
have an important influence on 
1961 earnings. END 





Gauging The Business Outlook; 








(Continued from page 363) 1 


throughout the business commu. 


nity—and in the canyons of Wall) 


Street. This is all to the good) 
since optimism is one of the nec.” 


essary ingredients of prosperity, 
Nevertheless, the cautious ob-| 


server must take note of the 


simple fact that until optimism) 
is translated into concrete actions} 


such as increased capital éxpe 1} : 
ditures and rebuilding of inven-) 
tories, it has no effect on business! 


activity. 


So far the evidence of concre‘e 
action is small, despite the en- 
couraging signs. Investors, how- 
ever, are advised to maintain 
large portions of their investment 
funds in liquid form until there 


is greater certainty that the pre +) 


ent upturn is more than the usu.il 
springtime pick-up 


activity. Past studies of stock 


in business) 


q 
h 





market action support the valid-| 
ity of this approach. In most past) ; 


periods of business recovery, the’ 
market turned upward approxi-) 


mately 6 months before business 
—as it may have done in late 
1960. However, in all cases where 
the recovery was sustained, the 
biggest movement in stock prices 
came after the business unturn 
had been confirmed. The lesson 
is obvious. If the current upturn 
is a false alarm the market is 
near its top. If business is to re- 
enter a boom there will still be 
time to make commitments after 
it has been confirmed. END 





For Profit And Income 








(Continued from page 383) 


enterprises. Among the leaders in| 
farm equipment and motor trucks,| ~ 


it also makes industrial tractors,| 


engines, road-building equipment 
and other products. Well inte- 
grated, Harvester makes its own 
steel and has extensive raw ma- 
terials resources. Finances are 
strong, cash holdings large. Profit 
fell to $3.40 a share in the fiscal 
vear ended last October 31, from 
the prior year’s record $5.66. De- 
spite a poor start, but with a 
slight improvement in the fiscal 
second quarter — the quarter 


ended April 30 — a small gain| 


is possible this year. In any event, 
sharply higher annual-rate earn- 
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Two New Forecast Selections 


Fh analysts have just selected for purchase 
two promising stocks where rising earning power 
and bright 1961-62 prospects should help to foster 
healthy: Capital Growth. 


A SPECIAL SITUATION — In New Growth Phase 


— Still selling under its 1956 high 

\ leader in its industry — well financed and 
m: naged — this company increased earnings 18% 
in recessionary 1960 and topped this with a 70% 
upsurge in first quarter 1961 earnings. The amply 
covered dividend yields 3.3% in cash with a stock 
dividend to bring the total over 5%. Higher ef- 
ficiency, expanding operations at home and over- 
seis, promising properties and special interests 
combine to give this stock unusual appeal. 


NEW DYNAMISM FOR THIS ISSUE — 


Still selling about 10 times earnings 

his is a most unusual situation — where earn- 
ings soared 56% in 1960 and 70% in the first 
quarter of 1961. The current dividend represents 
a 3.4% yield but a hike in this payment is likely 
soon since it is being earned 3-times over. New 
management has sparked efficiency in all sectors 
of corporate activity including diversifying into 
new fields. This stock should prove a rewarding 
committment for income and appreciation. 


OUR MOUNTING PROFIT RECORD 


We expect that these two attractive new buys — 
and ether carefully selected recommendation of 
emerging opportunities, which would be called to 
your attention as a subscriber, will add to our 
outstanding profit record in the coming year. 

Our January 1961 audit showed 684 points ap- 
preciation on the 22 stocks carried in our Forecast 
bulletin. Our audit at the end of the first quarter 
showed 169 more points added. 

Already in the second quarter, such stocks as 


American Chicle, American Tebacco, Reynolds 
Tobacco, Int. Tel. & Tel., Sperry Rand and other 
sound Forecast issues have increased subscribers 
gains, and we expect our audit at the end of the 
second quarter to prove gratifying. 


Appraisal of Your Present Securities 


To help you to put your investment house in 
order looking to the period ahead—be sure to 
include with your subscription a list of the securi- 
ties you own (12 at a time) for our personal report 
and advice on — WHICH TO RETAIN — WHICH 
TO DISPOSE OF — WHICH TO AVERAGE. If 
you are disturbed regarding any issues in your 
list, be sure to get expert opinion BEFORE you 
decide to sell — or to hold. 

This extremely valuable consultation service 
helps subscribers to save thousands of dollars by 
preventing hasty sale of sound issues while weed- 
ing out weaker stocks. 


A Well-Rounded Service Geared to 1961 
Investment Prospects 

Each Week Our Private Bulletin: 
Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad... 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action. 
&Our comments and evclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance to decline. 
Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery, the 1960 setback and the advance of 
the past months. 
Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by our organization’s 54 
years of successful experience! We feel sure you 
will find our advice most rewarding. 





Special Gans Offer 








MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 











of ae Sentns 


"SERVICE $75 
Plus Two Weeks Free 
12. ‘service $125 


Plus One Month Free 


. " (0 $15.60 one year. 
Complete Service will start as 


soon as your remittance Ee 
reaches us — but annual en- IE cic ciasntsaicdsbesranioneds 
rollments will date as offi- City... 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, Ms Ss 
I enclose [J $125 for a year’s subscription—plus one month bonus 
0 $ 75 for 6 month’s Service plus two weeks bonus 


Air Mail: [1] $1.00 six months; [) $2.00 
one year in U.S. and Canada. 
Special Delivery: (1 $7.80 six months: 


SPECIAL MAIL SERVICE ON BULLETINS 


(0 Telegraph me collect your Forecast rec- 
ommendations . . . When to buy and 
when to sell . . . when to expand or 
contract my position. 





cially beginning one month eae 





later — semi-annual enroll- 
ments will date as starting 
two weeks later. 





Your subscription shall not be assigned at 
any time without your consent. 





initial analytical and advisory report. 
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Interlake Iron 


DIVIDEND No. 68 


A 


Interlake Iron Corporation, 
Cleveland, has declared a 
dividend of 40 cents per share 
on its common stock, payable 
June 30, 1961, to stock- 
holders of record at the close 
of business June 16, 1961. 


Maker of Iron and Ferroalloys 








ings are ahead. Around 54 on a 
secure $2.40 dividend, the stock 
is little under its 1959 all-time 
high of 57%%, but it should be 
among the first of the major cycli- 
cal-type stocks to get to new 
highs. . 


Ford 


Ford Motor has reacted from 
recent high of 911% to about 86 
at this writing, following an- 


nouncement of nearby public of-. 


fering of an additional 2,750,000 
shares from the holdings of Ford 
Foundation. This will be the 
fourth public offering of Founda- 
tion holdings since early 1956. In 
the present environment, its ef- 
fect on the market will be un- 
important and probably is already 
“water over the dam.” We still 
think this issue will sell appreci- 
ably above 100 in no great time. 

END 





As | See It! 





(Continued from page 353) 


beyond the scope of NATO. 
But he could not, of course, 
concede the full extent of de 
Gaulle’s demands—French veto 
power over American use of nu- 
clear weapons on any occasion. 
Nevertheless, the young Presi- 
dent appeared to have made con- 
siderable personal impression on 
the old General. This personal 
rapport may lead to solution— 
or some diminution—of Franco- 
American differences which plague 
the Western alliance and render 
it less effective than it might be. 


In Sum 


Kennedy’s grim report to Mac- 
millan in London on the Vienna 


400 





talks may have the effect of 
stiffening the British attitude on 
some points. American officials 
hope Macmillan and his advisers 
may now be less inclined to think 
that Berlin is a negotiable issue. 
It’s also possible Britain will be 
willing to go farther in Allied 
military contingency planning on 
Berlin. 


@ The disclosure at Vienna that 
Khrushchev plans no immediate 
crisis in Europe is small comfort 
when considered against the ex- 
treme rigidity of his long range 
plans. 

@His reaffirmation of Com- 
munist intentions to continue to 
promote “nationalistic” revolu- 
tions in underdeveloped areas 
promises continual trouble for 
the West in those regions. 

If the Vienna meeting lessened 
the possibility of War by “mis- 
calculation”—as Kennedy says it 
did—the problem now is to deal 
with the struggle on a more 
realistic basis. 

The post-Vienna picture is not 
pretty. It’s up to Kennedy to take 
steps to meet the danger he now 
understands in all its magnitude. 

The country undoubtedly will 
support him—all the more eag- 
erly if he tightens up the some- 
times uncoordinated efforts of his 
administration so that the addi- 
tional sacrifices the American 
people may be called upon to make 
are not diluted in their effect by 
dreamy mismanagement and mal- 
administration. 

The magnitude of the danger 
should be clearer now—better 
understood. 


The nature of the intensified 


American effort required has yet 
to emerge. END 





Answers to Inquiries .. . 
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and specialty bearings. 

Plants are located at South 
Bend, Indiana; Torrington, Con- 
necticut; Westfield and Orange, 
Massachusetts; and Walhalla, 
South Carolina. A Canadian sub- 
sidiary operates a plant at Bed- 
ford, Quebec. Non-consolidated 
foreign subsidiaries operate 
plants in England, Germany and 
Italy. 

The company has a good record 
of growth in sales, which have 
increased from $33,590,000 in 
fiscal 1950 to $67,550,000 for the 


year ended June 30, 1960. In re- 
cent years, earnings have shown 
growth, rising from a low off 
$3,370,000 or $2.07 per share in 
1954 to a high of $7,020,000 or? 
$4.31 per share in 1960. Thus, 
earnings in the 1960 fiscal year 
showed a good gain over the $3.39 
per share reported for the year 
ended June 30, 1959. 

Due in part to the recent busi- 
ness recession, the latest earn- 
ings, for the 9 months ended 
March 31, 1961, declined modeyr- 
ately to $2.95 per share froin 
$3.29 a year previous. In the re- 
cent March quarter, earnings 
amounted to 91 cents per shar», 
as against $1.20 a year ago. The| 
regular quarterly dividend rate s/ 
40 cents per share. Also, a 40} 
cent extra was paid on July |,) 
1960, and a year-end extra of the} 
same amount will be paid on July | 
1, 1961. i 

Over the longer term, it is be-| 
lieved that the demand for anti- 
friction bearings will continue to} 
grow. Also, the company’s busi-/ 
ness is aided by a sizable replace- | 
ment demand for machin e| 
needles. The stock has advanced} 
from a low of 3734, this year to 
date to a recent high of 55, and 
is currently selling at about 54%, 
on the New York Stock_ Ex- 
change. While not under-valued, 
we believe that this issue is fairly 
riced and that its outlook is rea- 
sonably good. Therefore, we 
would recommend retention of 
this stock. END 
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1961 Survey of Oils 


Tomorrow’s growth pattern for 
Canada’s rapidly maturing oil and gas 
industry is based on expanding Cana- 
dian markets, and tapping U.S. mar- 
kets, says the 1961 edition of the Fi- 
nancial Post’s Survey of Oils. 

@ Gas is the fastest-growing part of 
the industry, with major expenditures 
under way for new pipelines, process- 
ing plants and other facilities. 

@ In oil, the pattern for market growth 
has been set by the government’s pres- 
sure on the industry to supply the 
Canadian market as far as the Ot- 
tawa valley. 

The 216-page survey reports on 
thousands of companies active and in- 
active in Canadian oil and gas develop- 
ments. Details on the active companies 
include balance sheets, directors, prop- 
erty holdings and other information 
useful as reference. 

The Financial Post, Toronto, Canade. 
$4.09 
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mre Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Whos investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality . . . for despite 
current problems facing the Kennedy Ad- 
ministration, our nation is forging ahead 
in a new era of amazing scientific achieve- 
ment, industrial advancement and _ invest- 
ment opportunity. 


In 1961 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. with a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced sec- 
urities and make substitute recommenda- 


tions in companies with unusually promising 
1961 prospects and longer term potentials. 


Close Continuous Supervision: 


Thereafter—all your securities are held 
under constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help vou to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








= ull information on Investment Management Service is yours for the asking. Our rates 
are based on the present value of securities and cash to be supervised—so if you will let 
us know the present worth of your account—or send us a list of your holdings for evalu- 
ation—we shall be glad to quote an exact annual fee ... and to answer any questions as to 


how our counsel can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 53 years of service. 


120 WALL STREET 


NEW YORK 5, N. Y 





(i) This mark tells you a product is made of modern, dependable Steel. 





Bob Maciejczak 
earned an extra 
$18,827 





Bob Maciejczak works at U.S. Steel’s South Works in Chicago, 
lilinois, and he’s the Corporation’s champion Employee Sugges- 
tion Plan winner. Over the last four years, he has had sixteen 
suggestions adopted—and he’s been awarded $18,827. 


Thousands of U.S. Steel employees have received cash awards 
that are based on benefits generated by their suggestions. Since 
1957, employees have sent in over 200,000 suggestions, and more 
than 46,000 have been adopted and put-into operation. The Em- 
ployee Suggestion Plan is one of the many ways U.S. Steel de- 
velops better techniques, better employees—and better steel. 


(iss) United States Steel 











